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INTUODIJCTK^N 


j\1oi‘o tluiR two years ago tho Calcutta University 
decided to jndjlisli for the use of advaiict'd students and 
teachers a scries of selections from authoritative docu¬ 
ments treating of Indian economic prol)lems, by l)ringing 
together in a collected form the large amount of 
valuable materials that lie scattered in old and inacces¬ 
sible Blue Books, in the proc(‘edings of Legislative 
Councils, and in (Government reports and publications. 
Tho (irst subject Avhich appealed to me as one of the 
most important and far-reaching was tliat of ‘agricultural 
indebtedness’. .V special interest centres round the sub¬ 
ject, because the general state of indebtedness is almost 
as old as the British rule in this country, for I 
lind reference to the subject in the literature on the 
Bermanent Settlement in the Blue Books of 1813 and 
preceding years. But it appears tliat no scientilic and 
systematic treatment ol tin; ‘disease’ Avas attempted till 
the seventies of the last century, Avlien the indebtedness 
of the Deccan ryots, Avho had been the victim of great 
vicissitudes of fortune almost since tlie cogiquest of the 
Deccan, rose to such magnitude as to demand prompt 
legislative action. Their accumulated indebtedness, 
aggravated by the cotton crisis in Bombay, culminated 
in serious agrarian disturbances in tlie year 1875 ; and 
the Government of India being aAvakened to the "rflAity 
of tho problem redrt'ssed the situation by the enactment 
of a laAV ffitr the relief of the Deccan ryots. This condition 
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of imlobtedaess was not con^illed (o J3om])ay alone, 
l^lie Famine Commis'^ioner.s of 1882 and 1001 drew 
prominent attention lo the wide-s])read charaeter of this 
evil and su'^ufcsled various legislative and executive 
measures to remedy it, among which were : (1) an altera¬ 
tion in the jiractice and procedure of civil courts and 
the institution of special courts and agencies for the 
cheap and summary disposal of suits against agricultural 
borrowers ; (2) restrictions on tin; alienations of lands ; 

(3) the establishment of co-operative credit banks ; and 

(4) the intro{luctLon of a large; m(;asur(; of elasticity in 
the collection of laud revenue. Tlie tirst had already 
been incorporated in tin; Dee(;an yVgricultiirists’ Itelief 
Act ; the second was found suitable for special areas such 
as the Funjab and Bundelkhund ; the fourth was adopted 
as a general executive measure in almost all province.s ; 
and the third w'cre introduced by legislation for the pur- 
po.se of providing facilities for cheap credit to the ryots. 
A measure, akin to this, had b(*en proposed in 1884 by 
Silt W. WL:L)tji:niiUtt\, tlnm a District Judge in tlio llombay 
Presidency. It consisted in the establishment, as an ex¬ 
perimental measure, of an agricuKoral bank in Poona, 
whicli was intended to take over the functions of the 
village moncy-leiKb'r on condition that it should restrict 
its dealings with only the solvent class of cultivators and 
supply to that body capital on d(;iinite terms to be appro¬ 
ved by Government. 'JMie proposal was, however, nega¬ 
tived by the Secretary of Stat<; on the score of its tinancial 
unsoundness. The co-operative credit societies wdiich 
were established in 1903, on the urgent and emphatic 
recommendation of the Famine Commission of 1901 were 
designed to utilise the combined credit of the agricul¬ 
tural ;j)opulat ion for the*purj)Ose of making loans on 
their, own responsibility to their fcllowmen at a small 
rate of interest. The measure has proved an uiupralilied 
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success ; ;ui(l it is estiui;ited it has savt'd tiic; agricul¬ 

turists Its. 10,00,000 ill infevi'st on every evore lent out 
hy the societies. A short history of this movement is. 
given on pages 11 L- tO. 

An interesting and instructive aecouiit of the co¬ 
operative credit movement in Kuro])e is givim in Chapter 
V (pp. 283-too) which contains selected extracts from 
the valuahle lleports of 8iii h\ A. Nrmionsov ]nil)lished in 
Madras in ISSo and of Mu. d. It. Cviiill, puldislied as a 
Blue Book in 1013. In tlu* same chaptin- has heini inclu¬ 
ded, as a suhject of eonipaiativ'^e study, an account of 
the Egyption systenn of making agrieiiltiiral loans. Tt 
consists in tlie (Jovernment’s enlisting the i-o-ojieration 
of a private Bank for providing Iiorroning facilities to 
the,/i'//u/u>ca and dilVers essentially from tlii co-operative 
credit system. 'the whole linancial lesponsihility for 
these loan transactions n^^ts with tlie Bank, whicli, 
linaucially assisted by Cov ennuent, ilistribntes the loans 
through its own odicers, the (lov eminent liaving no 
pecuniary interi'st in tlie operations. Tlu' part played 
hy the latter is limited to the colh'Ction of the Bank’s 
dues through the olllcers who collect the huul-tay, the 
Bank being thus savisl tlie cost and responsibility of 
collection. It will hi' remembered that it was geneially 
predicted that a similar system wouJil ])rov e a failure in 
'India, although it had worked well in Egypt ; the leason 
apparently lieiiig that the volume of ojierations and the 
area of teridtory over wliich they extend in the latter 
country are much smalhu* and of more manageable 
demensions than could po-isibly be dealt v\ ith by a Central 
Bank in India. 

The compilation is designed to bo a source-book and 
guide for advanced students and teachm's who desjre to 
prosecute a special study of the subject, and’ I hope 
to follow it up, under tlie auspices of the Calcutta 
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University, ))y siinilir compilations on some of the most 
im|.orLant Jitud faseinatiii”- sn1)j(!(;(s, such as Uand 
Jlevonne. Provinaial anil Jjoeal Finance, J'\amine, Cotton 
Duties &c. 


DviuuiAXOA Jk ii.niNo, ^ 

JJcconher 2f, 1011. 3 


S. C ItAY. 
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CHAPTER I. • 

INDEBTEDNESS OP THE LAND-HOLDING CLASSES. 

[^Extracts from the Report of the Deccan Riots Commission, 1&75J] 

The eai’liest record shows that indebtedness was common among 
the Deccan ryots when their country came into our hands. Mr. 
Commissioner Chaplin reporting on the newly acquired Deccan 
districts in 1822, writes :— 

“ The ryots in many villages, though usually frugal and provident, 
are much in debt to sowkars and merchants owing to the oppression 
of the revenue contractors ; many of these debts are of long standing, 
and are ofteo made up of compound interest and fresh occasional 
aids which go on accumulating so as to make the accounts exceedingly 
complicated ; a ryot thus emharrassed can seldom extricate himself. 
His exertion may be compared to the hellish torments of Sisyphus, 
who had no sooner rolled his burthen to the summit of the hill than it 
fell back upon him with redoubled violence. * * * The Miras* fields 
of ryots are sometimes mortgaged for these debts." 

Again he writes : “ The Collector of Ahmednagar, notwithstanding 
some embarrassments, is of opinion that there is an universal tone of 
satisfaction among the ryots resulting from the improvement of their 
condition, and he thinks that they are gradually extricating them¬ 
selves from their difficulties. The general feature of the picture is 
correct, but it is perhaps charged with colours a little too "brilliant. 
He thinks that complaints against them from the sowkars are 
decreasing, but this circumstance is partly to be ascribed to many of 
these debts having been declared inadmissible. 

These debts were of two kinds, public and private. The public 
debt of the village community arose usually from advances or loans 
made by the Mahratta Government to be recovered with interest’from 
the revenues of villages assigned to the State creditor; the private 


* ATirtu tenore comprised a right of oocapano/ at the costomaiy rat# and other 
privQeges distinguishing it from the ordinary tenanoyat-wiil. * 
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debts were the result of the system before mentioned by which the 
colleotitfn of the State dues was made through sorvkars, who 
usually recovered in kind what had been paid in cash and drafts. 

* The great mass^ of *the agricultural population had no such 
interest or title in their land as to afford security for large debt. 
Mr. Chaplin indeed mentions that “ Miras holdings are sometimes 
morgaged/’ but in another place he estimates the selling value of 
miras land at not more than 2 or 3 yeare’ purchase, and states that land 
yielding Rs. 200 of gross produce can seldom he mortgaged for more 
than Rs. 100. The usual and recognized method for recovery of debt 
was for the sowkar to send a Mohosiil, that is, a servant whose main¬ 
tenance had to be paid daily by the debtor, or to place a servant in 
“Pharna” at his door, (which is the process called “Tuquaza^’ by 
Mr. Chaplin,) or to confine the debtor in his house or otherwise 
subject him to restraint and even severer measures. It is plain that 
such methods could not be put in force against any but the humbler 
class of debtors, and doubtless the ordinary dealings of the sowkar 
and ryot were based rather on the ascertained result of experience, 
teaching each his own interest than on any power of compulsion in 
the hands of the creditor. The ryot’s constantly recurring necessity 
could not be relieved unless he maintained his credit by good faith ; 
and, on the other hand the sowkar had no support from without to 
look for in exacting more than a fair profit, which, considering his risks, 
would be also a large pi'ofit. Honesty was the ryot’s best policy and 
caution was a necessity to the money-lender. 

The condition of the ryot as regards his relation to the money¬ 
lender wjien British rule commenced may be summed up as follows:— 

let.—There was a considerable buiden of debt, and many of 
the ryots were living in dependence upon the sowkar, 
delivering to him their proiluce and drawing upon him 
for necessaries. 

2nd.—The ryot’s property did not offer security for large 
, amounts ; his cattle and the yearly produce of his 

land being the lender’s security, the mortgage of 
miras land was rather a means by which the sowkar 

• . ® firmer hold upon the produce than upon the 

• land itself, for immovable property was not sold for 
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debtj and the miras title would have no value for a 
non-agricultural landlord. , 

3rd.—Rates of interest were very high, and‘much of the debt* 
consisted in accumulations of interest. 

4th.—The causes of indebtedness were chiefly the revenue system, 
and sometimes expenditure on marriages or such 
occasions. 

5th.—The amount of individual debt was usually moderate, 

6th.—The sowkars were iisualiy men of substance maintaining 
establishments employed in dunning and looking 
after debtors. 

7th.—The creditor received little or no assistance from the 
State in recovering debts, but had great license in 
private methods of compulsion. 


Causes of Debt. 


The estate of an ordinary Kunhi ryot, exclusive of his laud and 
its produce, has been estimated by competent 
authority to be of little more than Re. 200 in 
selling value; it will be somewhat as follows :— 


Ks. 

Live stock 125 

Imjilcments and utensils 20 

House 50 

Miscellaneous 20 

Total 215 


The recorded results of personal enquiry by the Commission 
prove how many of the population are possessed of less than the 
above avemge. With the exception of the land all the items 
of the estate are subject to depreciation, and imply yearly 
charges for maintenance and renewal. The people being thus 
possessed of very little beside their land, what kind of income 
does that yield them ? The two crops —bajri and jowar —form 
the great bulk of the agricultural* produce; in a large portion 
of the area under report they constitute i^-ths of the ^whole. 
Supposing that the rainfall was sufficiently constant to ensure a 
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moderate retura every year, it would still be inevitable that the 
Kuabi should draw the whole of his year’s income from land in the 
lump during the two months of harvest. As, however, there is one 
year of drought in every three, over much of the region, and a good 
crop also only once in three years, it follows that the income 
yielded to the Kunbi from his land is received m full triennially 
instead of annually. It is everywhere a serious aggravation of their 
ill fortune to the cultivators of indifferent soils that, their land yield¬ 
ing only one kind of produce, they receive the whole return in a lump, 
while better soils that admit of a variety of crop enable the cultivator 
to spread bis receipts over six months of the year. This evil 
is intensified for the ryots of the disturbed districts by their capri¬ 
cious climate. It is hardly possible to conceive any conditions more 
certain to produce indebtedness among the poorer classes than these. 
When to these conditions is added the variation in the value of the 
ryot’s produce which leaves him in absolute uncertainty at seed time 
what his crop will be worth if he get one, it is apparent that no great 
degree of improvidence is needed to account for his indebtedness, but 
rather that considerable industry supplementing the income of agri¬ 
culture, and considerable frugality in living mu.st be presumed in order 
to account for the large number of Kunbis who are not burdened with 
debt. 

It would be idle to say that improvidence does not exist as a cause 

, .. of indebtedness. It consists however rather in 

iraprovidouce. 

the short-sighted imprudence of an ignorant class 
ready to relieve present necessity by discounting future income on any 
terms, afnd unable to realise the consequences of obligations foolishly 
contracted, than in an extravagant exjicnditure or misapjilication of 
income. The results of the Commission’s enquiries show that undue 
prominence has been given to the expenditure on marriage and other 
festivals as a cause of the ryot’s indebtedness. The expenditure on 
such occasions may undoubtedly bo called extravagant when com¬ 
pared with the ryot’s means, but the occasions occur seldom, and 
probably in a course of years the total sum spent in this way by any 
ryot is not larger than a man in his position is justified in spending 
on social and domestic pleasures; The expenditure forms an item of some 
imporfeince in the debit side of his account, but by itself it rarely 
appears as the nucleus of his indebtedness. The sums usually spent on 
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these oceasioDS have probably been over-estimated, or the operation of 
other causes in producing' debt has been overlooked by the ’officers 
who have attributed the ryot’s burdens so largely to this cause. This 
oversight would indeed be a natural consequence of,the fact that it is 
only on marriages or similar occasions that cx^ienditure by a Kunbi 
comes under observation. The amount spent by a Kunbi of average 
circumstances on the marriage of his son is from Tls 50 to Rs 75, a 
sum which by itself even at S-i per cent, intetesfc could be repaid with¬ 
out much difficulty if his aveiagc margin of profit was not forestall¬ 
ed by other debt, and he were treated with fairness and moderation by 
his soivkar. The constantly recurring small items of debt for 
food and other necessaries, for seed, for bullocks, for the Government 
assessment, do more to swell the indebtedness of the ryot than an 
occasional marriage. 

As a matter of fact the ryot’s surplus is, in the majority of cases, 

already forestalled. Even those who are in fair 
luhentod debt. . , i i . 

circumstances and solvent have usually to main- 

tain their credit by handing over all that can be spared of their crop 

‘on account’ to their ftowkar, and the poorer must do so under pain of 

civil process. There has never been a time when a largo proportion of 

them were not under the burden of debt, and their present indebtedness 

is in great part a legacy from their forefathers. Tlie enquiries of the 

Commission enable us to state with some measure of certainty that 

the chief cause of the present indebtedness of the ryot is ancestral 

debt. 

It was hoiied that the permanent title and the light assessment 
guaranteed by the survey settlement would so far 
Stimulus to borrow- increase the ryot’s profits, and stimulate his indus- 

iug givou by survey try that, by degrees he would free himself from 

settlement contempo- i • i i it* 

rary with stimulus the debt which liunjj round lum, 1 he increased 

inor!)a"ed‘faoifitrj^ for Production and the stimulus to agricultural enter- 

rocovory. prise did indcetl follow as anticipated, but 

debt instead of diminishing, increased. The 
facilities for recovery of debt offered by our civil courts *bad 
called into existence an inferior cla.ss of money-lenders dealing at 
exorbitant rates of interest with the lower strata of the asricultural 
poor. As the value of the ryot’s title under the survey settlements 
came to be recognized, and his eagerness to extend his cultivation ’grew 
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accordingly, a fresh start was given to the money-lender in his 
competition wjth the ryot for the fruits of the soil. The bulk of the 
people were very poor, and the capital necessary for extended cultivation 
could only be obtained on tlie credi-t of the land and its produce; exist- 
ting debt left but little margin of profit to the ryot even under the 
reduced rate of assessment This margin would go but little way to 
cover his increased needs for the stock, seed and assessment of new 
cultivation. While his return in produce for the first year or two would 
be but nominal, even the most cautious could not he expected to 
wait for accumulation of profits to take up fresh laud for fear that 
the more wealthy or reckless should be before-hand with him. This 
too sudden extension of cultivation following the survey assessment 
was prominently noticed by Mr. Hart in 18il, and in the Ahmeduagar 
District it was so excessive as to cause a re-action in the third and 
fourth years after these settlements. 

The increase of the population taken as a sign of prosperity has 
been a subject of congratulation with the officers 
Population, have recently had to deal with the revision 

of assessment in the Poona District. It is doubtless a feature in 
the history of this region" which, as much as any other, marks its 
changed condition during the last 30 years. The returns show an 
increase in population of about 4.5 per cent, in that jieriod, and it is 
probable that the ratio of increase is progressive rather than uniform, 
as the sjiread of vaccination, sanitary precautions and facilities for 
medical treatment have reduced the virulence of epidemics, and 
improved communications have made dearths impossible and facilitated 
access to the markets for labour. Cultivation has reached its limit. 
The area of six cultivated acres per head of agricultural population 
must, considering the precariousness of the climate, be taken to mean 
that the produce of a good season of but three acres is available to 
each person of “the cultivating class, half of the area of six acres 
being deducted on account of bad seasons, and the average yield 
being thus reduced to about half a good crop per annum. 
Comparing this with Guzerat, where the rainfall is rarely 
deficient, we find that each member of the ryot’s family here 
has yearly the net produce of three acres of 8 annas assesment, while 
in Gpzerat each person has the produce of two acres of Rs. 2-13-4 
assessment, the former paying Rs. 3, the latter Rs. 5-11, to 
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Government, the net produce being in the case of the latter both of 
much higher value and having the additional advantage of not being 
received all at once. It has been estimated that the yearly cost 
of food and necessaries to each member of a Kun^i's family is about 
Rs. 25. Admitting that the food consumed by his family does not 
cost the ryot the market value, it is nevcrtheh'ss plain from the figures 
of estimated yield* of land, that in a year of average rainfall his 
receipts from six acres—two of eaeh kind of soil—will leave a very 
narrow margin for Government assessment and expenses, amongst 
which the interest on the sowka) ’s loans m bad years must count as 
a current and unavoidable charge. 

The deficit which frecjnently exist-s is made up by the produce of 

Prodaco of land not and by the labour of the 

alono Bufficicnt for the Kiiubi and that of his family and his cattle. In 
Knnbi'a needs. . • , . . ■ , , , 

illustration of this it may be noticed that the 

Collector of Ahmednagar reported that, owing to tlie drought and 

failure of crops in 1871, the agricultnml population had to a great 

extent left their villages in search of labour for their maintenance. 

This exported labour must bo looked upon as maintaining the solvency 

of the district, for little else is exjiorted. The railway is not used for 

the export of produce. As stated by the Superintendent of Survey 

regarding the ryots of Bhimthari District, the practice is to save the 

surplus of a good season to meet the deficieneies of bad years. A little 

produce is sent to Poona in carts for local consumption, but the foixl 

grain of the region is consumed by the inhabitants. 

The normal effect of a pressure of population upon land is that, so 

- , ^ , soon as extended cultivation has reached the 

Inaustry and enter- ^ • 

prise being discouraged limit of profitableness, the cultivating class 
by pressure of debt, , , . , • i, i • i 

production is not in- eiidoavours by improved agricultnre and increased 

creased. industry to obtain more from the soil. This 

result is under the piresent conditions not to be looked for here ; on the 

contrary, there is a widespread belief that land is not So productive as 

it used to be. That their present state of indebtedness prevents the 

ryots from making efforts to improve the outturn of their land, t^iere 
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can be no donbt. Writing of the Ahmednagar ryot more than 
20 yeats ago, Lieutenant Burgess of the Survey says, “As long as 
the ryot is "n the hands of the money-lender, how can he prosper, 
being so involved J Should he do so, his prosperity would only make 
the usurer the richer without materially, if at all, increasing his own 
resources.” This lesson the ryots have apparently now learnt; they 
find that the lands broken up and the wells dug with borrowed capital 
yield a profit only to the sowknr. To use Sir G. Wingate’s words, 
“the ryot toils that another may rest, and sows that another may 
reap.” The result has been well shown in a report from the Irriga¬ 
tion Department tlated 16th June, 1875. It was found that the ryots 
did not use the water of the Lakh Canal, an important irrigation 
work in the Alimednagar Distriet. The Executive Engineer for 
Irrigation reported to Colonel Merriman, the head of his department, 
on this subject as follows:—“While on the canal I questioned the 
ryots closely, and they stated that, without exception, they were all 
deeply indebted to the money-lenders, who get as much as possible in 
the shajic of interest on money lent out to each laud-holder at harvest 
time. Tlioy stated that a very large iE>rtion of the value of eaeh crop 
goes towards paying interest on their debts, and that they are dis¬ 
couraged from taking more trouble than necessary with the cultivation 
of their land. I consider it i.s very jn-obablc that this is the reason why 
so little is done towards extending irrigation on this canal.” The 
Assistant Collector in charge of the District, Mr. Blathwayt, writes 
on the same subject to the Collector of Ahmednagar ;—“I believe the 
fact is that the holdeis of land under the Lakh Canal are generally 
poor. Their lands have been mortgaged to sowkars who take away 
the products of the fields for interest of the money lent, and the poor 
landholders have to trouble themselves for nothing ; they have to pay 
for the water, but could not get the profits to themselves, and conse¬ 
quently do not care to use the water.” On the above. Colonel 
Merriman, the ‘Chief Engineer for Irrigation, remarks :—“The reason 
given by Mr. Blathwayt is a very sufficient one. The district is very 
thinly populated, and the indebtednes of the cultivators no doubt 
explains why the progress of irrigation is so slow.” 

Whether the land itself now yields less than formerly it is im- 
ProjuctweneBB said possibld to determine with certainty. Possibly 
to be dinflmshing belief generally held Oil this point is in some 

measure due to the fact, that as cultivation extended until it embraced 



INDEBTEDNESS OF THE LAND-HOLDING. CLASSES. 


9 


the poorest and most unprofitable soils, the general average of returns 
per acre diminished. The estimate of the cultivator was farmerly 
based on the return of the better lands; he has ndW to include 
much inferior soil, but has not proportionately reduced his 
expectations. 

The following causes, however, may have operated to decrease the 
actual out-turn of land in cultivation. A consequence of the payment 
of assessment by registered holdings instcail of by actual cultivation 
is the discouragement of fallows. The ryot having nothing to pay 
for his wastes could well afford to let his land rest and cultivate 
portions in rotation. During the early period of our administra¬ 
tion, the lands of this region were largely devoted to grazing purposes, 
and there was no direct Oovcrnment demand upon Ihe wastes so used. 
The encouragement given to cultivation by the survey was accompanied 
by a discouragement to grazing, through the right of pasture being made 
subject to purchase from Government. The supply of manure from 
flocks and herds, the demand for which should have increased with this 
increase in cultivation, diminished, and doubtless with it must have 
diminished the fertility of the soil. 

Thus it will be seen that while increasing population demands more 
from the land than it yielded 40 years ago, the conditions of agri¬ 
culture have not tended to increase its fertility, and indebtedness 
has taken away the natural motive to industry—the hope of gain— 
and thereby prevented relief from the increasing pressure being sought 
in improved cultivation. We are dealing now with the causes of in¬ 
debtedness, and have been led to dwell upon one of its consequences; 
the case is only an illustration of the familiar fact, that the conse¬ 
quences of an evil often tend to reproduce it. 

Another method in which relief from the pressure of increased 
Emigration as a population might naturally be sought is emigra- 
result of incronBod tion. The habits and instincts of the Kunbi make 
^ ^ him most averse to leave his village except for a 

short absence, but in a remarkable case in which 19 cultivators 
with their families, in all 66 persons, most of them inhabitants 
of Poona District, and many from villages in the area under report, 
went into Khandesh hoping to find work at Jalgaon, where there 
is a railway station with large traffic; failing in this tthey 
were already on their march to Indore to apply for land under H. H. 
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Holkar, when they were met by Mr. Pollen, the Assistant Collector 
in chaFge of the District, through whose means they were settled on 
waste lands m Khandesli. The cause of their leaving their homes, 
they informed Mr. Pollen, was that “their lands had gone and 
their creditors were merciless.” In this case it is true the emigration 
was directly caused by the consequences of debt, and in so far as the 
creditors of these men had taken from them their j-early produce or 
their property unfairly, so far was the pressure which forced them to 
emigrate due to other causes than the increase of population ; but at 
the same time the operation of this cause is indicated. lYe find the 
natural course of events which follow that cause in their story, their 
yearly income failing, they lived on their capital until that was 
gone, their labour was not wanted for the cultivation of the land 
they had lost, and there was no other opening for them nearer 
home. 

The conclusion which wc would adopt on the subject of the in- 
Conolnsions as to tho Crease of population as a cause of indebtedness is 
increase of popnlation that, had the agriculture of the district to support 
only its own producers, including a fair interest on capital actually 
expended on account of the land, it would be sufficient, with the 
assistance of the wages of exported labour during the idle season and 
bad years, to maintain them at (heir present number, and larger 
returns might be obtained from the land by improved cultivation to 
meet a still further increase. But agrienlture pays a heavy tax to 
to tho sow/cnr, much of which neither represents expenditure 
on account of the land nor ever returns to the land ; such holdings 
BJ9 pass into the hands of the svtc^ar will not, under hired 
labour, * sujiport so many persons as lands cultivated by proprietors, 
and these holdings ai'e yearly increasing. Revised assessments have 
already in a portion of this region reduced the margin of the ryot’s 
profits and thrust his creditor’s demands further upon his capital; the 
revision of the femaining districts will make this encroachment more 
general than it is at present. It is not to be expected that increasing 
population will produce improved outturn; the demands of the creditor 
are sufficient to absorb any increa.sed return, and the profit of labour 
invested will go to the sowkars to the discouragement of such invest- 
menl^ by the ryot in fiTturc. Without such improvement in 
agriculture the return from the land must be expected to diminish 
rather than increase. 
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Increase of money 
lenders and money 
lending bnsiness. 


Another cause of the inerease of indebtedness is the facility with 
which the money-lending class can comma<id the 
assistance of the law in the recover^ of debt, and 
consequent iqion that facility, Sn expansion of the 
ryot’s credit, inducing numbers of small capitalists to compete for 
investments in loans to the Kunbi. Wc have already quoted Sir G. 
Wingate’s remarks on this point, although at the present time other 
causes have combined to impair the lyot’s credit, still one material 
cause of his present condition must undoutedly be sought in the state 
of things described in i85‘2, and since that date other causes have 
operated to aggravate immensely the evil which was then 
discerned. Whatever facilities were afforded by the law to the 
creditor in 1852 have been greatly enhanced by the introduc¬ 
tion of the present procedure in 1859, and by the punctual 
conduct of judicial duties now exacted from the subordinate courts, 
while the ryot’s credit has been enhanced by the addition of his land 
and agricultural stock and implements to the security liable for his 
debts. 


The introduction of coniiinlbory registration of deeds dealing with 
immovable property in 1863, protected the creditor from attempts to 
repudiate or dispute a registeied bond. In the meantime the ryot’s 
estate had risen in value, and new cultivation offered securities for new 
loans; ins personal solvency was assured by the large demand for 
labour on the railway and other public worki, and his title in his land 
was, in 1865, recognized and secured by an Act, which confirmed the 
rights vested in him by the siirv'ey settlement. The American War 
from 1862 to 1865, while, on the one hand, it poured money into the 
couutry to seek investment, on (he otlier hand, raised to an extiitvagant 
pitch the value of agi-icultural securities. To the above causes tending 
to attract capital to the business of agricultural money-lending, 
ive may add that iu the dearth of other industries in this 
country with a population whose wants embrace* little but the 
merest necessaries, capital which under other conditions would 
find employment in trade or manufactures, here naturally turns to 
agricultural investments, and almost the only course open to*the 
clerk or servant Avho has saved a little money in a village sowkar’s 
employment and desires to earn an indtependeut living, is to set up 
m the same business himself, preferably in the place wheit Re is- 
already known. 
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The enquiries of the Commission liavje made it clear that the 
Increase in t^/enor ®oialler class o£ sowkars, who are also the most 
kind of money-lending^ unscrupulous, have increased very considerably 
. during the last ten years, and that it has been 
a common practice for the ryot to borrow from one sowkar to pay 
another, or to borrow from two or three at a time. A result of this is 
that in the competition with inferior members of their class even 
respectable sowkara are obliged more and more to resort to the methods 
of swelling the debt and coercing the debtor practised by them. We 
here again quote the letter of Sir G. Wingate describing the change in 
the relations of the parties ;—• 


“The prosperity of the ryot is no longer necessary to the 
prosperity of the village money-lender. The latter has no longer 
occasion to trust to the good faith or honesty of the former. Mutual 
confidence and good-will have been succeeded by mutual distrust 
and dislike. The money-lender has the ever-ready expedient of a 
suit at law to obtain complete command over the person and 
property of his debtor. It becomes the interest of the former to 
reduce the latter to a state of hopeless indebtedness in order that 
he may be able to appropriate the whole fruits of his industry 
beyond what is indispensable to a mere existence. This he is 
enabled without difficulty to do. So long as a ryot is not much 
involved, the money-lender is ready to afFord him, the means of 
indulging in any extravagance without troubling him at all about 
future repayment. The debt may lie over and he may choose 
his own time for repayment. The simple and thoughtless ryot is 
easily inveigled into the snare, and only becomes aware of his folly 
when the toils are fairly around him and escape is impossible. From 
that day forward he becomes the bondsman of his creditor. The latter 
takes care that he shall seldom do more than reduce the interest of 
his debt. Do what he will, the poor ryot can never get rid of the 
principal. He toils that another may rest, and sows that another may 
reap. Hope deserts and despair possesses him. The virtues of a free- 
man.are supplanted by the vices of a slave. He feels himself to be 
the victim of injustice and tries to revenge himself by cheating his 
oppressors. He cannot get into a worse position than he already 
occupjes,^and becomes reckless. His great endeavour is to despoil 
his enemies, the money-lenders, by borrowing continually. When he 
has got all that he can from one, it is a triumph to him if by any 
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amount of lies and false promises he can get something more from 
another. When he has two creditors there is a chance of tlieir fight¬ 
ing with each other, and that during the fray he m%y be able to snatch 
a portion of the spoil from both.’’ . 


Extent and nature of indebtedness. 

In the foregoing pages we have endeavoured to show that the 
Besiime of previous normal condition of the bulk of the ryots in the 
chapters. disturbed districts is one of indebtedness; that, 

owing to causes, some natural and otliers the result of our adminis¬ 
tration or of internal circumstances, this indebtedness had grown to an 
extreme point during the 20 years preceding the riots; that many 
years ago elements of danger to the public peace were detected in 
the temper of the ryot smarting under the conseipicnce of bis debts; 
lastly, that these consequences, averted for some time by the transient 
prosperity of the American War period, returned with multiplied 
force during the six years pi-ecediag the riots. 

The extent of serious embarrassment through debt can be ascer- 
Anaiysis of ombar- tallied With fair accuracy from the enquiries of 
rasBmentm 12 villagoB. Commission. It appears that about one- 

third of the occupants of Government land are embarrassed with debt, 
that their debts average about eighteen times their as.sessment, and 
that nearly two-thirds of the debt is secured by mortgage of laud. 
For 12 villages the results in figures are as follows :— 

Total number of (government occupants .» ^ 1,876 

Number of Do Do embarrassed . . 523 

Assessment payable on thoir holdings . ... Us. 10,603 

Amount of debts on personal seoarity , ... 1,18,009 

Do on mortgage of land . ••• >1 76,238 

The proportion of kfiatas indebted to the total number of khalaa 
in these villages is 28 per cent. The total debt is mate than eighteen 
times the assessment. Of the occupants in embarrassed circumstances, 

about two-thirds hold land of less than Rs. 20 assessment. These 

• 

figures entirely confirm the opinions stated to the Commission on the 
subject by the local officers, and tally in great measure with the 
results of investigations into indebtedness in other districts. It caust 
be noted that the amount of his assessment is not an absolute 
standard of a ryot’s solvency. Many cultivate the lands of 
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Wattandars or Inamders in addition to their Government holdings 
and the assessment docs not show any addition for well irrigation, 
though the sh4Ve in a well is a property of some value, and, as such, much 
sought in security 'for debt. Of the cultivators not included among 
the embarrassed class, some are in gocxl circumstances, but the lowest 
stratum is but little removed from embarrassment; continuous bad 
seasons or further fall in ])nees wouhl rapidly swell the proportion 
of embarrassed to solvent ryots, for there is no hard line between the 
28 per cent involved and those above them. 

The extent to which land has been lost to the cultivating class 
cannot be determined with accuracy, for much land is held in mort¬ 
gage, of which the occu{)ancy is not transferred to the aowkitr. In 
the villages scrutinised by the Commission in the Ahmeduagar 
District, it was found that about onc-cighth fif the occupancies had on 
an average been transfei red to so/rJ-ar/t, namely, that the direct assess¬ 
ment xiayable by soirkiiis for land was about one-eighth of the whole 
demand on the village, but tins only roxircsents the amount of land in 
their occuxiancy as Government tenants. The increasing extent to 
which land is jiassing from the Kunbi to the soivkar has been illus¬ 
trated above by the growth of the money-lender’s k/idtas. These 
properties have been accxuired within the last 20 years, and for the most 
part within the last ton years. In 18-34 there were six suits on 
mortgage bonds of immovable piojieityiu the Court of Talegaon in the 
disturbed district of Poona, of winch four were against Kunbis; in 
1872, there were 192 suits of this description, of whieli 148 were 
against Kunbis. In the other courts having jniisdiction in the dis¬ 
turbed portion of Poona, three decrees were issued on this class of suits 
in 185'4x of which two were against Kunbis; in 1872, 98 decrees 
issued, of which 69 were against Kunbis. 

It IS difficult to ascertain with any certainty the selling value 
of ordinary ryots’ occufiancies in the region under report. There ai’e 
few bona-fide -sjj.les for cash, the returns of the Registration record 
are valueless for this puriiosc, and the revenue sales of defaulters’ 
holdings are, for other reasons, little more reliable. The estimate 
may* perliajis be hazarded that an average of seven years’ assessment 
of dry-crop land would be a good price to the seller at present. 
Irrigated land would fetch a ranch higher price, possibly up to 15 or 
20 y*,ra7 assessment. Taking the debt of the 12 villages dealt with 
above^ Rs. 1,94,242, we find it is due from occupancies of Rs. 10,603, 
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assessment; a liberal estimate of tlic selling value of these occuj|)aneies 
would not exeeed an average of 10 years’ assessment, and it is plain 
that the debt is nearly double the capital val«e of the land to 
an ordinary purchaser. The solution of this apparent anomaly is that 
the amount of the flebt as represented in tlw bonds held by the sow- 
kar is far more than the real value of the consideration which has 
passed, and the ^oirhirs in no case expect to be paid in full, secondly, 
that the ryot’s land i.s often more v.aluable as security to the udickur tlian 
it is as an ordinary investment to a purcdiaser; for, through the great 
reluctance of the ryot to sever all conneidion with his land, the soivkar 
is able to exact more than the ordinary lent; and thirdly, the land is 
not the only security which the lotrlar holds; the law gives him a 
command not only over the debtor’s immovable property, but over 
his labour and the labour of his family. 

The nature of the dealings. 

The transactions between Mirhtr and ryot are all conducted 
by means of bonds; an account current is hardly known. 
There is usually a debt of long standing, probably inherited, the 
interest of whicli makes a yearly debit. Besides this debit there 
are the retail transactions called in the veriiaeular “give and 
take”, meaning that the debtor delivers his produce, or as much 
of it as ho is obliged to deliver, to liis creditor, and the creditor 
supplies his needs—clothing, .assesmeiit, seeds, food, and cash for 
miscellaneous e.vpenses. Kvery now and then a larger item appears 
on either side, a standing crop as yet unripe is perhaps sold after a 
valuation either to the creditor himself or another,—the creditor in 
the latter case getting the price paid,—or a pair of bullocks or cow 
and calf are given to the creditor on account; against this the debtor 
draws occasionally a considerable sum for a marriage, for the purchase 
of land or bullocks or a standing crop, or for the digging of a \vell. 
Bonds are continually passed as the account progresses, sometimes a 
bond is taken as a deposit, and the debtor draws against it; or, a small 
transaction is included in a larger bond and the debtor is to draw 
against tbe balance. 

Marvvari sowkarn keep accounts, but often only in the form 

„ , , of a memorandum book, money-l''ndcrs. not 

aowkar 8 accounts. , i t 

belonging to the trading classes often keep 
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no accounts ; but with all, the bond is the recognized record 
of th^ transaction. Bonds are never or very rarely made for large 
amounts. ^ hen a large amount of debt has to be reduced to paper 
several bonds are drawn : thus a debt of Rs. 175 will be represented 
by one bond of Rs, 100, another of Rs. 50, and a third of 
Rs. 25. Probably, the chief object of this arrangement is that the 
smokar may have means to get a decree without much cost. A 
decree on the Rs. 25 bond will usually give him the power over the 
debtor that he requires to compel him to meet demands on 
account of the entire debt of Rs. 175, and will not cost so much. 
Moreover, interest usually ceases on a bond being converted into a 
decree, and it is not to the bond holder’s advantage to take a decree 
for the whole debt. When the debt has reached an amount for which 


Joint Security. 


Other mortgages. 


the ryot’s personal security is not sufficient, it is commonly converted 

into a mortffage of land : where the rvot possesses 
Mortgages of land. 11 u • 11 aL 11 L 

a well or a share in a well, the well or share 

together with the irrigated land are preferred as security. Sometimes 
a joint security of another ryot of substance is 
Joint Security. added to the pci-sonal bond ; in such cases the 

joint surety usually has a direct interest in the loan, or as a near 
relation assists the debtor, or his security is purchased by private 
arrangement. Often before the mortgage of land is resorted to, there 
is a mortgage of the debtor’s house, bullocks. 
Other mortgages. crops, cart., or other movable property. When 

bullocks ars mortgaged, the debtor has to pay for their hire which thus 

becomes the interest of the loan. When the mortgage of land is 

completed it is usual in the Ahmednagar District for the right 

of occupancy to be transferred to the creditor 

Transfer of occu- j Government books. This is not the 

pancy. 

case in Poona. It is not easy to trace the 
cause of this difference in the practice of the two districts, but it 
is probable thatithe assessment being lower in Ahmednagar, there is 
more to be got out of Government land, and the Marwari, who has 
almost a monopoly of money-lending in Ahmednagar, is harder and 
more exacting in his terms than the sowkar of the Poona district, 
while at the same time the ryot is, if possible, more ignorant and help¬ 
less., It is not uncommon* for the Ahmednagar ryot to continue 
paying The assessment of his land after he has transferred the right of 
occupancy to bis mortgagee. 


Transfer of occu¬ 
pancy. 
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When the land has been transferred by mortgage, the xotc/cffr al¬ 
most invariably commences by leaving the debtor 
Mortgagi tenants. occupation as tenant, and a»form of mortgage 

exists in which the profits of the land really arc all tlfat is mortgaged, 
as the tenant is left in possession without any transfer or aeknowdedg- 
meiit of the mortgagee’s right, so long as he delivers the produce 
yearly. On a failure of the debtor to deli\er the produce the mort¬ 
gagee usually obtains possession Sometimes the produce of the land 
IS made to represent the interest of the loan, but more usu.ally a specific 
rate of interest is cited m the mortgage bond. The debtoi holds as 
tenant on every \arictv of terms anil conditions. Often these are 
reduced to wiiting: citlier a lease or a deed of ]>:n ti.ership (as the 
\ornacular name runs) or a -iinpleV ontract, where a rent in money is 
stipnl.ited. Ofti'ii it will he found that the rent is adjusted 
to cov'er the intero.st agreed on in the mortgage bond. A.s the 
amount of capital in the mortgage bond i.s usually more than the 
value of the land at l".l per cent, interest., and as the rate of interest in 
the bond is usually at least 18 percent., it follows that the land will 
not Yield the reipiired sum, and thus the mortgagee constantly receives 
the full actual rent of the laud, and in addition exacts bonds for the 
yearly deficit. Often the lent is settled in If ml and the rates are 
mainly determined by the power of the mortgagee to screw his tenant. 
One mortgagor Uniant in his statement use<l the following words: 
“I cultiv'ate the laud, but I have /to r/ght to take for my use any of 
the produce of tlie field.” Doubtless, under the hardest conditions, 
the tenant thtsa take something as was admitted by another ryot, who 
was bound to hand over the entire produce of a field to his sowkar,\ on 
the other hand, much land is held by mortgagor tenants in Poona at 
the usual rental terms, namely, half of gross produce of dry-crop and 
oue-tViird of irrigated lauds; the mortga.gee paying the assessment, and 
seed and expenses being shared in the proportion of their respective 
interests in the crop. In Ahmcdnagar the sotekar has more power over 
his debtor and trusts him less, and regular eontmets as to rent are not so 
usual, but the tenant is expected to pay the assessment and expenses and 
hand over the rest of the produce. One regular contract is in evidence 
under which the mortgagor tenant had to pay the assessment and half 
the crop of irrigated land. Considering t\ie expenses of such cultiva¬ 
tion this means tenancy with insufficient wages. On the other ha«id, 
a mortgagor tenant, whose bond was backed by a good security, got 
3 
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his lapel to cultiv'ato at one-fourth the profluce, assessment and seed 
being supplied in the proportions of the landlord and tenant's interests 
in the crop. When the tenant paj's in kind, his payments may exceed 
the amount of interest stipulated in the mortgage bund ; but he keeps no 
account of such payments, and the creditor was found in all cases enquir¬ 
ed into by the Commission to have no conception of his responsibility 
for accounts on this head. As the responsibility' cannot be enforectl 
by the ryot, it practically does not exist. Doubtless, most mortgagee 
landlords have, an account, but the ryot cannot get it without going to 
court, which to him is out of the question. Another form of mort¬ 
gage, which is usually entered into only when the parties have come to 
a final settlement, is the transfer of the land to be enjoyed for a certain 
number of years in satisfaction of debt (j-ivnui voflinni); it is usually 
found, however, that before the period h,as expired the mortgagee has 
establisheil claims giving him a further hen on the land. A similar 
method of settlement by an instalment bond is 
gladly accepted by a debtor, but here again the 
failure to pay one instalment in a bad year usually give.s the debt a 
fresh departure. As above stated, the loirhnr as mortgagee landlord 
usually allows the ryot to cultivate the mortgaged land, and as 
long as the ryot is left in this relation to his .fields he accejits his 
fate without much bitterness. It often hapiiens, htiwever, that owing 
to default in payment by the tenant, or to better terms being offered 
by another, or to the cattle and implements of the tenant being sold in 
execution of a decree, it ceases to be the interest of the mortgagee 
to leave the cultivation in the tenant’s hands, and the land is then 
taken from him. 


Instalment bonds 


Besides the security of the ryot’s personal credit, stock, and 

movables, Iionse and lands, and the joint seenrity 
Labour bonds. . 

of a surety, the labour of the ryot is also drawn 

into his dealings with the xowkar. This form of bond is not uncom¬ 
mon in Ahmednagar, the terms being that the debtor is to serve the 
xowkar, and that his wages are to be credited at the end of the year, 
or that a certain sum is to be worked out by service to the xowkar for 
a certain period. Sometimes the wife’s labour is also included in the 
bond. • 

Xt is an almost universal practice to enter in bonds that "no pay¬ 
ments are to be alleged by the debtor, unless they are certified 
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Stipulation reRardmg a receipt uiidcT tlic Creditor’s signature,” or 

rocojpta in bonds. “that on payments being made, the bond-Jjolder 

shall pass a receipt. As no instance has come to notice •£ a creditor 
giving a receipt for part-payments, it must be |Ti‘esnmed that the 
former stipulation is inserted in order to deter the debtor from plead¬ 
ing part-payment when sued, and the latter stipulation to satisfy the 
debtor’s desire to have something in the bond which shall make it the 
duty of the creditor to pass receipts. 


One of the most noticeable features of these aon'karx' dealings is 
All dealings are peculiar system of retail business which 

roducod to bonds rtKltices all transactions, eveu the most trivial, 

to the form of written contmefs. Tins system does not prevail to the 
same extent in other parts of the presidency, where the account current 
is kept open uiilil the balance has reached an amount which makes 
further security desirable. The invariable use of bonds in the region 
under report is probably the result of the more precarious character of 
the ryot’s assets, due to his greater iwverty and to the uncertainty 
of the climate, and it is an indication of the extent to which the 
character of ordinary trade transactions lias been affected h_y their 
alliance with a money-lending business much of which is unsound. 
The ryot is constantly in great need, and has thus most limited choice 
in his means of relief. The xoiokicr is sharp in business and fully 
understands the weak side of the Kunbi and the urgency of his 
necessities. The terms upon which they deal are that every debit is to 
he protected by a bond giving the sowkar unlimited powem of 
recovery, and that the eretlit side is to be left to the honesty of the 
creditor. 



fiiim llii‘ ComunH'tion’x llrpoil, 

(Part II,» Chapter III, Section IV. Pages 130-136.) 

No subject lias bocui more stroiifjly aiul frequently pressed on our 
attention than the e\il results which sprin*' fi’om the deforce to which 
the landowners are sunk in debt, the asserted ia])id increase of their 
indebtedness, and the ditliciilf\ they find in evtricatin^ themselves 
from such burdens. In some parts of India, notably in the four 
distiicts of the Bomba}’ Deccan and in the Jhansi district, their 
indebtedness has become so <rrie\ous tliat the (io\ernnient has 
recently been led to take s|)ccial steps for their rescue, and in other 
jiarts it has, at different times, inteiveiled to jirotect sjieeial classes 
whose ruin, otherwise unavoidable, it was thoui>lit neeessar\', on jiolitical 
grounds, to ward off. On a tojiic which has been so long and 
earnestly debated by every Indian administrator of importance it 
is difficult to make any new suggestion. It was fully discussed last 
year in the Council of the Governor-Cieneral of India, and remedial 
measures were adopted winch are still onl}' in an experimental stage, 
so that we can offer no conclusion based on the result of their actual 
operation •, but the subject is one of such gravity that the Bamine 
Commission have felt bound to give it their most careful consideration. 

2. A\ e have found no rea.«on to believe that the agricultural potiula- 
tion of India have at any known period of their history been generally 
free from debt, although individuals or classes may have fallen into 
deeper embarrassments under the British rule than was common 
under the Native dynasties which preceded it. It has been usual for 
the landholders in all times habitually to have tiansaetious with the 
money-lender of their village, vv’ith whom they carry on a running 
account on friendly terms, taking from him advances for seed and 
food in the moiAlis preceding the harvest and handing over to him 
the greater part of their produce, from the money proceeds of which 
he pays their dues to the State and places any balance to their credit. 
Under this arrangement the ignorant cultivator was relieved of much 
trouble and responsibilitj-, and his payments to the Government were 
conducted for him by the 'money-lender or village-headman. His 
account might run on amicably for a long series of years unless 
extravagant expenditure on family ceremonies, or a failure of the 
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liarveist from drought, should involve him in dilliculties beyond his 
ability to meet Even in such eases the niouey-lender would be 
deteried from eKtremo measures by })o[)ular o]^inion, and by the 
knowledge that he could count on no siijipoit from the ruling authority 
in selling up and reducing to destitution a member of the class on 
which the payment of the land revenue ilepended. Thus, though 
the cultivator (in the absence of any power ot obtaining loans on the 
security of his holding) was never deeply involvisl, he was seldom 
free from debt, and lived the life of a conteideil seif, exempt fiom 
the risks and responsibilities whiedi aeeompany the possession of 
independent rights, but also withonl any stimulus to raise himself 
or improve his position. 

y. The chang'os which have been iiitiodueed under the British 
Administration aie for the most pait tho.se which will alway s occur 
in the progressive devciojimeiit of social life from a siinjile to a 
more advanced stage. Of these changes those m Inch have affected 
the landed classes consist ehielly in then admission by th(.“ State to 
better defined rights of jiioiieity in their holdings, combined wiih the 
more complete recognition of the force of contracts, and the obligation 
on the courts of justice to enforce them. It is to be c\])ected 
ill every forwaid movement in the education of a ])coj)le that while 
the result is beneficial to the country as a whole, some cla.sses or 
individuals will fail to display the ijuahties needed to benefit by the 
advantages offered, aii<l will suffer inconvenience niidcr the novel 
circumstances to which they are unable to adapt themselves. But 
although a section of the landholders has thus siiffcicd, we ought not 
to ov'erlook the fact that the class as .a whole has prospered under 
British Administration, and that the more cnter])ii&ing and substantial 
landowners have greatly benefited by the enlargement of their 
proprietary rights, and by the moderation with which the land 
revenue is now assessed. 

• 

4. Wo learn from evidence collected from all jiarts of India that 
about one-third of the landholding class are deeply" and inextricably 
m debt, and that at least an eijiial proportion are m debt, though 'not 
beyond the jxiwer of recovering themselves. It is commonly observed 
that landholders are more indebteil than tenants with occuj^iancy rights, 
and tenants with rights, than tenauts-at-wilJ, a result obviously 
attributable to the fact that the classes which have the best security 
to offer are^ the most eligible customers of the money-lenders. 
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It tlocs not aiijJear that in this respect one province "leatly differs 
from dSiother, but certain localities are from special circumstances 
either above or below the avei-aj^e condition. Thus, in the Punjab, 
the canal-irrif^ateil tracts are stateil to be hiirhly prosperous; 
m Jiastern Beiiffal, the profits of jute cultivation have enriched 
the cultivating- tenants; in the Central Provinces, the land 
holders have iirofitcd in tlic same 'vay by hi^jli jirices of cotton and 
lar;^e e.xports since the American War; in Madras, the ryots of the 
deltas are in easy circumslanecs. On the other hand, tlie precarious 
out-turn of the croiis, with other atlver&e circiimstanccs, has ^^rievoiisly 
depressed the landholilers of the Bombay Ueccan and the adjoining 
districts of Aladras, as well as those of the somewhat similar region of 
Jhaiibi; and many of the talukdai-s of Oiidh, of Sindh, and of Oiizei-at 
without such excuse, have been led by .a course of extravagance into a 
state of bankruptcy, to relieve them from the conse<piences of which 
special legislative measures have been framed. 

5. With regard to tlic creditors of the landed cI-assob we arc 
informed that m the more prosj^ieroiis parts of the count)-} the subs¬ 
tantial landowners are themselves engaged in money-lending, and that 
neither they nor the [irofessional moncy-leiiflers of the better class often 
employ the agency of the Civil Courts against their debtors. But it 
has happened in .some cases that when a district has fallen into depres¬ 
sion, it has attracted an inferior class of foreign usurers, who have no 
seriijiles in using every means open to tliem to seen re a jirotit on hazar¬ 
dous transactions, and who, working entirely through the niachineiy of 
the Courts, are not inchneil to cultivate sympathetic relations w’lth the 
2 ieople,__by whom they arc detested in turn. U- is not jii-obable that the 
gains of these usurers are excessive, but they are exacted w ith the 
utmost degree of friction, hostility, and suffering, with the iiiifortunate 
result of attaching odium to the civil tribunals. 

0. However just may be the terms- of abhorrence a^iiilied to the 
“ Marwari,” or foreign usurer, it must be remembered that he is the 
jiroduct of a diseased condition of the community. The like coudemna- 
tioD must not be extended to the village banker of the better 
class, with whose useful services the rural communities of India have 
at no time been able to disji^ise. Any violent interference with the 
legitSmate business of the rural banker would be disastrous, as it w'ould 
I'esult in the calling-in of all agricultural loans, and the transfer of this 
capital to sojiie other held of investment. The ^tate should rather 
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assist him in his transactions so far as they are lawful, sIiouIl^ afford 
additional facilities for the recovery of reasonable claii#is, and should 
thus induce him to make loans at a lower rate «f interest than that 
which now prevails, under the custom established *under Native rule 
when the security was very inferior. The aim of all remedial measures 
as resjards the landholders should be to make his dealiii<>-s with his 
banker fair and open, and while ]»roteetini( him from extortion or o])- 
j)ressive meastires of coercion, to constrain him to pay his just, debts to 
the full extent of his means, but bv less cruel and luinous expedients 
than imprisonment or the sale of all he jiosses.ses. The means avail¬ 
able to these ends are cheap and accessible courts which shall give full 
consideration to the equity of every claim, and a sim])Ie method of 
recovering debts. 

7. The origin of debt among the landed classes is traceable to 
various causes, among Avhieh the most prominent are the failure of 
crops from drought, cxj)enditure on marriage or other ceremonies, 
general thriftlessness, an im))rovident use of sudden inflations of credit, 
the exactions of an oppressive body of middlemen, and administiativo 
errors, such as unsuitable revenue settlements; and debt once incurred 
very rapidly grows with exorbitant rates of intei'est. Tn so far as the 
causes of indebtedness lie in the inherited tendencies of the people, such 
as want of forethought, and readiness to promise anything in the 
future iti order to secure present gratification, no remedies are jxissible, 
except through the spread of education, the gradual growth of provi¬ 
dent and self-denying qualities under the influence of painful expeii- 
ence, and the success of the stronger and thriftier individuals in the 
struggle for life. Tt is obvious that there is danger lest any iiyteiwen- 
tion of Government should hinder the groxvth of such (jualities, or 
protect the weak and foolish too completely against the consequences 
of their own action. But where the misfortunes of the landholders 
have ensued on the introduction of novel institutions, some¬ 
what too advanced for their present stage of intelligence and 
forethought, it is the duty of the Government, for a time at least, 
to moderate the strigeney of the action of those institutions; 
and this has commonly been the object of the remedies which have 
been suggested. 

8. Among the administrative measures by which indebtedness 
is alleged to have been caused, is the system of rigid and refgular 
collection of the land revenue. Seeing the very small proportion 
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whieli tlic land revenue beai-s to the "ross 2 >rofluco of the land, there 
cannot Te miieji foundation for tin’s view, thou<!;h numerous instances 
have been "iven (if men who in times of calamity have been foi-ced 
to lioi'row, and who ha\e never been able to recover themselves 
aftcru-ards; and it is to prevent such a misfortune as this that we 
have already recommended that on such occasions "reater leniencv 
should be shown in post 2 ionin<r the demand till better times. But we 
think that too mueh wei<>'ht should not be attributed to this cause; 
the fact that landowners who have no land revenue, or only a hf>'ht 
quit-rent to Jiay, are often also deejily embarrassed, jiroves, if indeed 
it re([uired proof, that the iiayment of tlic land revenue is not the 
main cause of debt. If a man spends all his income on himself, and 
borrows to [lay his rent or taxes, it can hardly be said that his 
indebtedness is due to the fact of his haviiijr rent and taxes to I'ay, 
when these char<res bear so li<sht a jirojiortion to income as the land 
revenue does to the afross out-tuin of the land. 

9. It has, a^^ain, lieen allefjed that the action of the tlivil Courts 
has contributed to the indebtedness of the agricultural classes, and 
various su“'}j;(’stions have' been made for constituting tribunals and a 
jirocedure which may provide more effectually ai^auist this result. 
Sufficient rcf^ard is not, it is said, in all cases, jiaid to those e()uitable 
considerations which are of such essential imjiortaiice in the adjudica¬ 
tion of disputes in which the i'^noranee, imiirovidence, or the neeessity 
of the one party, jilaces him at the mercy of the superior intellifyence 
and resources of the other. Contracts, the extravafrant one-sidediiess 
of which bespeaks a sense of ho|ieless weakness on the one side, and a 
spirit of. unserujnilous exaction on the other, have been enforced by 
the Civil Courts vvnth too mechanical an adherence to the letter of the 
law, and too little regard to the circumstances of the jiarties and the 
substantial merits of the case. Native customs which temjiered the 
severity of contracts, such, for instance, as that which restrainetl the 
rate or amount of interest, have been swejit away, and a rif^id and 
elaborate le^al system has too often proved only an additional instru¬ 
ment; of oiqiression in the hands of the more wealthy or better 
instructeil litigant, and an additional cause of ruin to the imiioverishetl 
agriculturist. 

15. .Several alterations have, how'ever, within the last few years, 
been made in the Code of Civil Procedure with a view to providing 
adequately for the relief of insolvent debtors, to guarding against 



INDEBTEDNESS OE THE E-VND-IIOEDING CLASSES. 


25 


tlie opjiressive use of tlie maehiuoiy for executing decree®, and 
especially mitigating the liarsliiie.ss of its operation 'as regards 
agriculturists. Tools, im]>lements of hushandrv, the cattle necessary 
for tillage, the materials of his house are in the ease ot’ an agricultui-al 
defendant exempted from attachment or sale in execution of decree. 
The district officei; is further emi»o\vered to reiivesent to the Court 
that the sale of land in execution of deciee is ohjeetionahle, and that 
the decree can be satisfied by temjMji'ary alienation or management, 
and thereuiKjn the Court may authorise such salisfaetion. Another 
provision enables the Government in any particular area to ti’ansfer 
the execution of such decrees as involve the s.ah- of land to the 
district officer, who is thercmion investe<l with authority to deal 
with thr land, adopting various couises for satisfying the decree, and 
avoiding the necessity, excejit in the last resort, of an execution sale. 
The Government, the High Courts, and other suj^erior tribunals will 
no doubt continue to watch with care the opeiation of the law, and to 
take every precaution against its abuse. 

11. Home evidence was brovight before \is in favour of a simple 
and inex[)ensivo system of settling disputes by tlie agency of unjiaid 
arbitratoi's, and it wa.s suggested that in this way relief might be 
afforded to agricultural debtora. We observe, however, the existing 
law makes amide provision for recognising references to arbitration by 
consent of the jiarties, and for giving to the awards of arbitrators so 
ajuiointed the form of a decree. It has not, however, been found 
that this mode of settling disputes is generally [xipular; and we 
were informed that recent changes in the Stamp Iiaw, by which a 
heavier fee than before is imiioseil in submissions to arbitratioiT and 
awards of arbitrators, will tend still further to discourage resort to 
this mode of adjustment. If this jirove to be the case, it would be 
matter for consideration whether the Stamj) Law might not with 
advantage be altered in this respect. Arbitiution, other,than that by 
consent of the parties, stands, of course, on an altogether different 
footing, and their is no reason to supiiose that it would be for the 
benefit of any class of litigant. On the contrary, it would be dikely 
to o^ien the door to much of that corruption which is so serious a 
difficulty in the administration of justice in .India. The Civil Courts 
are strictly controlled and supervisetl, and are, whatever their sthir 
imperfections, incomparably purer than any tribunal before known 'in 
India; nor is it probable that an equally high standard of purity 
4 
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would be attained by recouise to a ]ess exact procedure and less 
responsible &{»ency. 

12. The two mo.st important eases to which the attention of 
Goverment has recently been called by evidences of s])ecial distress are 
those of Jhansi and the Bombay Deccan districts. In both of these 
the yiopular tendencies to indebtedness are said to have aeipiired an 
increased power for mischief under the novel circumstances created by 
“the fatal <»ift of transferable rif'hts in the soil, and the establishment 
of Civil Courts in an ignorant {lojndation.” In both, the ruin of the 
land-owners has been preci|)itated by the harsh and extortiotiatc 
practices of an inferior class of money-lenders In the case of Jhansi, 
remedial measures arc still under eonsidemtion, but for the four 
Deccan districts a special remeady has been devised and is now on 
trial. 

13. The facts of the case which the Act for the relief of indebted 
agriculturi.sts in certain [larts of the Deccan was desi^’ned to meet, 
explain how a rural population may sink below the level of avei-aj^e 
prosperity. Much of the sod is jxior, tiie rainfiill capricious, and the 
out-turn of the harvest liable to violent fluctuations. The conditions 
which prevailed in the Deccan under Mahratta rule were unfavoui’ablc 
to steady industry, and the present frencration ha.s come ivithin the 
influence of a most exceptional disturbance of jirices. A sudden rise in 
the value of cotton at the time of the American War occasioned a 
vast inflation of credit, which was fed by a corresponding influx 
of capital seeking investment, whereby the landholders, under cover 
of the projjrietary rights they had acquired, were temiited to 
improvident borrowing. Being deficient in the qualities of 
forethought, energy, and self-reliance, they were thus laid 
open to new dangei's, while their improvident habits were such 
that the low unvarying revenue assessments of our Government 
brought them no advantage. The extravagant habits engendered by 
this temporary prosperity were not easily laid aside, and the subsequent 
collapse in prices, combined with bad seasons, threw them into debt. 
As indebtedness became more hopeless and inextricable, the money¬ 
lender resorted more freely to the aid of legal process, and the debtors, 
exasperated at the invasion of their cherished rights in their holdings, 
were driven to despair, and finally on several occasions to rioting and 
violence. The proportion of land-owners seriously embarrassed does 
not appear to exceed 30 per cent., but the amount of debt in proportion 
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to income is heavier than that stated to exist in other provinces, 
and about two-thirils of the debt is said to bo secured b^ mortgages 
of land. ^ 

14. By the .iVet which has recently come into foroo for the relief 
of the Deccan agriculturists, vdlage registrars are to be appointed, 
before whom agriculturists are to execute all instruments relating to 
obligations for the payment of money or chaiges on pro[ierty, and all 
conveyances and leases ; any deeil not thus registered and attested is 
not to be deemed valid. jVgriculturists aie entitled to demand receipts 
for all payments, as well as yearly statements of account, or pass¬ 
books in which their account shall be written and attested by the 
money-lender. The local (jovernnient is empowered to appoint 
village tnnnsiffs, with jurisdiction in small suits of which the subject- 
matter does not exceed ten rupees, a .system ^vhich has been found to 
work well in the Madras Presidency, hluits of larger value will be 
tried by additional subordinate judges who, when the defendant is an 
agriculturist, will, as a rule, inquire fully into the history of the debt, 
take a sc[jarate account of principal and iiiterobt, credit the debtor 
with any money repaid, disallow all interest which the Court deems 
unrea.sonable, follow, in decreeing the amount due, the principle of 
Hindu Jjaw known as dam dvpat, under which the interest must not 
exceed the principal, and fix instalments for the payment of the sum 
decreed. The Government will doubtless exercise the powers provided 
by law for reducing the expense of stamjjs and fees in these 
Courts. If the decree is for less than 50 llupees the Court may 
discharge the agriculturist at once on payment of as much as he is able 
to jiay. If the defendant is found to owe 50 Rupees, or upwards the 
Court may treat him as an insolvent, and any agriculturist whose 
debts are of similar amount may be declared an insolvent on his own 
application. In such case all claims against him are called in, and 
the amount to be recovered from him is ascertained by inquiry into 
the history of them’ all. No agriculturist can be arrests or imprison¬ 
ed in execution of a decree for money, nor can his immoveable 
property be attached or sold unless it has been specifically mortgaged. 
In the latter case the Court may direct the Collector to let the 
property for a period not exceeding 20 years, if thereby a premium 
can be obtained equal to the amount of tlie secured debt, or otherwise 
to sell it. If the debts are not secured by mortgage, the CouA may 
direct the collector to manage any immoveable property (othef than 
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houiscs or buildiu}>'b) not reiiuirecl for the support of the insolvent and 
his for a jieriod not exoeedin*' seven years, and the jirocceds to 

be divideil anioiif^; the ereditoi’s. It is uiulerstood, though the case is 
not directly jirovided for in the law, that it is the intention that the 
aifricnltiirist should, whenever possible, be retained as cultivator of the 
maiiafifed property payin<f a reasonable rack-rent under suitable 
precautions. While any [irojicrty is in the collector’s hands the insol¬ 
vent is not allowed to eueiiinber or alienate it. 

1.5. Experience will show whether, after the mass of e\istni>; 
debt is disjxised of under these provisions, the money-lenders vv'ill 
withdraw their caiiital beyond the reach of the Act. Some uncertainty 
is felt on this subject, but there seems no leasoii to doubt the asseition 
of many native witnesses, includin**' villaf^e bankers, that the 
creditors are preparcvl to make larjre saciiHces in return for the inter¬ 
position of (lovernment to effect prompt lecov'ery of their money, and 
the measure will at any rate hav'C the effect of clearin'^ off the 
existiiijr burthen of debt. 

1(5. The Deccan Riots Act has been passed so lecently that we 
have no information as to how it is found (o work m jiiactice, and 
such experience can be the only safe fsu’de in this subject; but if this 
proves satisfactory, the princi}iles embodu'd in it mi^jlit, with advantafre, 
be ap])lied to other [larts of India. Two of the i>rmci])les contained 
in the Act may perhajis be siiifrled out for especial reference. ’I’lie 
multiplication of small villa^re Courts, jiresided over by the villafre 
heailnien, and of villaf>;e re^'istrars, before whom all bonds for debt 
must be executed, would probably be of <rood effect in all jiarts of the 
country. Considering; that of the 1,100,000 suits annually disposed 
of by the Courts of Hritish India, 1,200,000, or 85 per cent., are for 
sums under Ils. 100, and 080,000, or 41 jier cent., for sums under 
Rs. 20, a stronu; prima facie case ajipeai-s to be made out for tribunals 
which shall disjiose (piickly, easily, and eheajily, and by a procedure 
suitable to thte wants of a humble onler of litijfAnts, of a vast mass 
of l^etty litifration. Village tribunals of this description already exist 
in the Madras Presidency, and vve are glad to know' that the Govern¬ 
ment of India has invited the various local administrations to- consider 
how far it may be jxissible or desirable to extend the Madras system 
to other provinces. 

17.'’ The second is the creation of sjjecial courts with a iirocedure 
specially devised to take up and disjxise effectually of cases of this 
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kind. Wherever the indebtedness of the laud-ownei-s has assumed 
serious pi*ojx)rtions, the appointment of s[)ecial Courts to examine into 
their debts, to reduce their amount to the sum equitably cfuc, and to fix 
instalments which would pay tlie debt off in a "•ivcn number of yeai’s, 
at a rate of interest proportionate to the diminished risk, would appear 
to be the only effectual way in which tiovernment can remedy the 
evil. 

18. It is, we think, doserviii}' of consideration whether the 
existin'' law of contract and the rules of piix:etluro provide adequately 
for the case of the i^'iioiant peasants in any tiunsactions which f'oes 
beyond the scope of their oidinary life. It is characteristic of these 
classes to promise anythin^', to submit to any condition for the 
future, if only relief for the present can be secured ; and it is in dealinj' 
with such cases that the Indian Courts are said to fail in providing 
adequate iiroteetion. The Contract Act docs, we understand, mention 
certain s[ieeific grounds, such as mistake, fraud, or undue influencp, on 
which coutiucts may be disputeil; and the general duty of following 
“justice, equity and goo<l conscience”, which has at all times been 
enjoined on Indian Courts, renders it obligatory on every judge to 
secure, as far as jiossiblo, the interests of justice, in its highest sense, 
between the jiarties before him. Hut if it be the case that this 
obligation is sometimes iusiiffieiently recognised, it would be ivell 
that the language of the law on this subject should be rendered more 
explicit and the duty of the judge be more distinctly iiointcd out. 
Instances were brought to our notice in which bonds, the terms of which 
were in a high degree suspicious, have, on the mere admission of 
signature by the defendant, been, without further inquiry, raaile the basis 
of a decree Avhich involved most unfair advantage to the one {lart^^ and 
the total ruin of the other. It should, we think, be expressly enjoined 
on the judge to satisfy himself that the defendant was fully alive to 
the chaiacter of the transaction, that the bargain was not extorted in a 
moment of extreme necessity, that the relations of the parties were such 
as to leave each a free agent, and generally to apply to the contract 
all those considerations which the scruples of English equity judges 
have interjxjsed between imprevidenco and those who would fain *turn 
it to their own advantage. 

19. We advocate, however, one modification of the Bombaj' Act 
in respect of the provision which, if the land has been specifically 
fnortgaged, necessitates its alienation, temporary, or permanent, from 
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the Iiiananjemeiit of the inoi-tf'aj^or. Thi.s jirovision is severer than 
that oithe ameinlecl Civil Code under which the collector may liqui¬ 
date a decreeIjy mana<rin<' the land, for a term not exceodiiif^ '^O years 
throu<^h another j fliat “other” bein<v, if the collector thinks fit, the 
mortgagor himself, who may then be kept on as the cultivator of the 
land. If the debtor is furneil out, and the land is let to another [lerson 
for a term of years, at the expiry of that term the debtor wdl re-enter 
>v ith no increased sense of the iniportanee of thrift, but with adilitioual 
incapacity, through the disuse of yeais., for managing the laiul. Wo 
therefore reeomniend that in all such cases the principle should be 
followed of paMiig off the debt by instalments, the land remaining m 
the hands ot the tlebtor and being managed by him, on payment of a 
lull rent, the excess of which above the revenue would go towards the 
lupiidation of the debt; such imments being collected from him by 
the Ueveiuie Couits along with the land revenue, and being made oxer 
every half \ear to the creditor. In the event of the debtor’s failure to 
carry out such an aiTangement, and to pay the instalments thus fixed 
unless he is prevented by drought or any other e\ce])tional calamity, 
he should be ejected and his rights in the holding sold, when it may 
be ho[)ed that he would bo replaced by a better and more thrifty man. 

20. As a siqiplenient to cheap and accessible Civil Courts, the 
assistance of the Kexenue officials in the repayment of agricultural debt 
is profxably the greatest benefit to both debtor and creditor which the 
(Jovernment is able to offer. The Kevenuc officers aie ])ossessO(f alike 
of the means of ascertaining xvliat tfie debtor could pay, mu] oi realiz¬ 
ing the instalments of bis debt xvitli tlie minimum of cost and risk to 
the creditor. In Cppor India, a Zcniiiidar W'bo has a gross rental of 
lls. 100 paj’s Rs. .")0 as land revenue, and about Rs. l-j in cesses. 
Rs. 10 must be set aside for the vicissitudes of the season, and Rs. 25 
may be taken as the minimum annual profit he receives as a projirietor. 
In the majority of cases he himself cultivates a jiortion of the estate; 
if, then, he is cofltent to jiay a cultivator’s rent, and to live on a culti¬ 
vator’s profit, he is able to pay his whole jiroprietary profits, or Rs. 25 
a year, or 50 per cent on bis government revenue, in liquidation of his 
debts. Such an instalment will clear off a debt of Rs. 100 at 12 per 
cent in 6 years, or of Rs. 200 at 9 per cent in 14 years. In Southern 
Indiai the margin between the Government rates and a full rent is 
probably not so gieat, but the Revenue authorities would decide 
what the averuge profits of a ryot are. On such considerations the 
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instalments should be fixed, and when fixed they might be eollecte<l 
with the land revenue and paid over to the creditor, who*would 
thus be freed from all ti-ouble in executing his ^decree, and from 
almost all risk. , 

^1. The risk being thus lowered, it is but reasonable that the 
rate of interest should be riHlueed ; and ibis is an essential jiart of 

any scheme for paying off large amoiiufs of debt. It may not be 

wise to fix by law the limits of i-ates of mtei-est wlneh the Court shall 
decree, but it would seem desimble that the local Government shoiikl 
be authorised to indicate to the Courts the maximum and minimum 
rates that should, with a geneial reference to the value of money, 
ordinarilv' be paid. At present 2t and -Sti per cent, are commonly 
paid bv agriculturists,—rates which would be fatal to successful agricul¬ 
tural enterprise in any country. Six per cent, is the mte now usually 
paid by Native merchants when they borrow from each other as a 
temporary couv'enience, and something abov(> tins may be necessary 
in India in the case of profits dependent on the land and the weather, 
but the object should be not to recogni.se aii^'’ rate in excess of 

that which would be reasonable, having in view the character of 

the security offered. 

HZ, The same princiiile adojited for dealing with existing debt might 
also bo applied in the cases of new loans raised by owners of unen¬ 
cumbered estates. A mortgage need not bo an agreement entered into 
privately, and on very onerous terms, betvv'een the money-lender, 
taking all risks, and the landowner, assenting to terms he does not 
understand, but might, with advantage to both p.arties, rather be an 
agreement openly made between them before the Collector, and on 
terms sanctioned and to be enforced by him. -Vny mortgage not so 
made would lank only as a simple unsecured debt, and no cognizance of 
it would be taken by the Court which alone would have jurisdiction 
in respect of landed debts. Pereonal and unsecured debts would not 
be put beyond the pale of the law, but decress for them would not be 
liable to be executed against the land. In 825ecial tracts it might be 
thought advisable that the Collector should be empowered to refusje his 
sanction to a loan incurred for an extrvagant or merely ceremonial pur¬ 
pose, or for any cause but one of agricult^iral imjjrovement or necessity. 

23. The landholder would in such case execute an agreemwt before 
the Collector, or the Court which deals with agricultural debts, trf repay 
the loan, principal and interest, in an appointed number of instalments, 



32 


INDEBTfcDNESS OF THE LVND-HOLDING CLASSES. 


which woukl be collected from him in the same way as the land 
rev'cnue, next after any sums due to the Government. The estates on 
which such loans are secured should be free from other encuinbrances, 
and it should probably he enacted that no claims on the land should be 
iccovered except by the Collector as above stateil, and that he should 
recover none except those thus openly arraiiifed before him. The 
landhohler would be required to surrender his nVht of transfer or sale 
whde his holding' is thus eharjred. Ilis ])ower of improvident borrow- 
infj; would eertainlv be restrietetl, but he would be protected from the 
daiifrer of losin<r his land, while the creditor would have <rood security up 
to a certain definite and calculable limit, and would be able to lend at 
moderate interest. If a landholder is unable to offer the security 
necessary to enable him to obtain a loan on these terms, we would not 
withdiaw his jiower to sell his ri<rhts. Nor would we be understood 
to recommend any interference with the fiee transfer of landed pro¬ 
perty, or with the rate of interest, except in cases where, and so Ion" 
as, the condition of the landholdiii" eoinmniiity presents unhealthy 
symptoms which seem remediable by such exjiedients. 



[ Extracts from the Famine Commission's Report, 1901. ] 

(Fart III, Section VI.—Fagea 106>111) 


INDEBTEDNESS IN THE BOMBj^Y PRESIDENCY. 


326. The indebtedness of the Bombay ryot has for many years 
engaged the earnest attention of the Supreme and Provincial Govern¬ 
ments. We agree with the analysis of the causes of such indebtedness 
made by the Deccan Riots Commission; but we desire to call special 
attention to the agrarian system introduced by the Survey Settlement 
as an accentuating cause of indebtedness, and more especially to the 
unrestricted right of the cultivators to transfer their holdings which 
the Survey Settlement recognised. A brief exposition of the leading 
features of this agrarian system is necessary to explain our meaning. 

* 327. The salient features of the system are, (a) the creation of a 

territorial unit of land revenue assessment, which is called ‘the field’; 
{h) the assessment of land revenue on each ‘field’ independently, each 
thus becoming a separate holding; (c) the recognition of the recorded 
occujiant of ‘the field’ as possessing comiilete pro 2 '>rietary rights over 
it, subject only to the payment of the revenue or tax assessed on it; 
and, (d) the punctual recovery of the tax from the recorded occupant 
in bad years as in good. 

328. The system was devised for small cultivators; there was no 
intention to’ereate large holdings. “There would seem,” wrote Captain 
Wingate, one of the authors of the system, “to be few grounds for 
anticijiating the establishment of wealthy agriculturists cultivating 
large farms under any circumstances in India. Our measures have 
to be framed for the class of small farmers who now prevail univer¬ 
sally.” Accordingly, the ‘field’ was designed to contain “the extent 
of land capable of being cultivated by a pair of bullocks.” This was 
the theory; but the facts of existing holdings and their boundaries 
were accepted and fitted, as best might be, into the new scheme. 


329. The recorded occupier of each ‘field’ under the Survey Settle¬ 
ment became the recognized owner, subject to the payment of a 
moderate land tax. His rights as owner ^ere, says Captain Win^jate, 
“absolutely free from all conditions except the simple “one of 
discharging the Government tax.” But this condition was to be 
rigidly enfoijjed. In the discussions which preceded the adoption 
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of the principles of the “ Joint Report,” which is the basis of the 
Bombay Reyenue system, the advantages of elasticity in the 
collection of the land tax did not escape notice. But, nevertheless, 
a leading pi-ineiple of the Revenue system, as finally established, was 
that, in view of the moderation of the assessment, sufficient elasticity 
was given by making the assessment of each 'field ’ separate, and 
by giving the registered occupant complete power of transfer or 
relinquishment over his 'field.' 

330. A strong tenure of this sort held at a low assessment was a 
very valuable property; and it is easy to see now that it would have 
been wise to have kept a vigilant watch over the use which an ignorant 
and unthrifty peasantry was making of it. But the authors of the 
system held that the best way "to excite the cultivator to indepen¬ 
dence and to create agricultural capital” was "to exempt him as 
much as possible from the pupilage to, and surveillance of. Government 
officers.” There was, it was said, "an obvious advantage to get land 
out of the hands of the cultivators unable to pay their way and to 
transfer it to cultivators with more capital.* * * As the customs and 
native revenue systems of India are a<lvcrse to land transfers, it is 
therefore all the more necessary to adopt measures for giving them 
effect.” Accordingly it was decided that there should be no inter¬ 
ference by Government officers with the people, and that no enrpiiries 
should be made regarding the financial condition of the cultivators. 

331. Thus things were left to take their own course; and the 
result was,—as invariably happens when an ignorant and improvident 
peasantry can dis^^ose, without restriction, of valuable rights in land— 
that tl»e cultivators sank deeper into debt, and their property began to 
pass out of their hands. It must be admitted that the conditions on 
which, under the Revenue System, the cultivators held their lands 
helped to bring this result about. The rigidity of the revenue system 
forced them into debt, while the valuable property which they held 
made it easy to borrow. 

332. This is the state of things to-day, and while it remains 
unaltered, indebtedness in the Bombay Presidency must continue and 
increase. 

8^3. We desire to guard ourselves against the supposition that 
we im^te want of care or solicitude for the people’s interest to the 
authors of the Bombay revenue system. The authors of that system 
were men of ability, humanity, and zeal for the public good, and 



iNDEEtMONESS OF THE LAND-HOLDINd* CLASSES. 


36 


nothing is further from our thoughts than to impugn the excellence 
of their intentions. What we wish to point out is that their inten¬ 
tions have not been fulfilled. They expected ^he accumulation of 
agricultural capital; but their plans did not promote thrift, nor did 
they conduce to the independence of the ryot. They looked for the 
capitalist cultivator ; and we find the sowkar’s serf. 

334. On the extent of the indebtedness of the Bombay cultivators 

no precise official information, w'e believe, exists; but there are 
materials for a probable estimate. We know that the Deccan Riots 
Commission of 1875 found that “about one-third of the 

occupants of Government land are embarrassed with debt; that their 
debts average about 18 times their assessment; and, that nearly two- 
thiids of the debt is secured by mortgage of the land.’' We also 
know that the money-lenders, in the villages visited by the Commission, 
jmid about one-eighth of the whole land revenue—their property 
having been acquired within the preceding twenty, and for the most 
part the preceding ten, years—while it was notoiious that the private 
transfers of land were, in most cases, not recorded. The 
Commission of 1891 found that, within the preceding eight 
years, land paying 10 per cent, of the revenue in the 

districts which they visited, hael been sold, two-fifths going to 
money-lenders; while lands paying 17 i per cent, of the revenue had 
been mortgaged, four-sevenths going to the soivkai's. In hi.s evidence 
before us, the Chief Secretary to the Bombay Government said that 
28 per cent, of the land in Broach had passed into the possession of 
the money-lending classes ; and from a report of the Collector of 
Ahmedabad it appears that, in his district expropriation of the old 
owners has also made considerable way. Taking all these statements 
into account, and comparing them with the evidence we have recorded, 
we think it probable that at least one-fourth of the cultivators in the 
Bombay Presidency have lost possession of their lands; that less than 
a fifth are free from debt; and that the remainder arS indebted to a 
greater or less extent. 

335. It is unnecessary to retrace here the efforts which since 4876 
have been made to remedy this lamentable state of things. Commis¬ 
sions have sat and reported; Acts of. the Legislature have been 
passed and amended; executive action of various sorts has been &ken. 
But, of all, the result has been disappointment. Comp)aritfg the 
statistics of sales and mortgages in the four districts to which the 
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Relief Acts have applied with the correspondinfr figures in non-Act 
districts, and weighing the evidence of the witnesses on the iioint, 
we form the conclusion that these Acts have done but little substantial 
good. Indeed, there is positively room for holding—and statistics 
show—that transfers of property, both by sale and mortgage, have 
become more frequent in districts to which the relief Acts apply. We 
therefore think that the time for palliative measures has passed, and 
that the hour has come for recognizing facts as they exist, and for 
applying those measures which the facts demand, no matter how 
unwelcome may be the disillusionment that they may bring. 

336. The cultivators, whose names are recorded, may, for the 
purpose in hand, be divided into three classes :—(l) those who have 
completely lost their lands j (3) those who have only mortgaged their 
rights; and (3) those who are free from debt. We arc only concerned 
with the first and second classes. 

337. It is a curious, but common, practice in Bombay for the 
money-lender owner to maintain the name of a cultivator of the first 
class on the village proprietary register, and to keep his own name 
off it. The motive for such action is suggested in paragraphs 70 and 
77 of the Report of the Deccan Riots Commission, which also inci¬ 
dentally explain why such a large portion of the land revenue in the 
Bombay Presidency is paid by money-lenders :— 

“Instances of tho redemption of mortgage are almost nnknown; a mortgage 
is oquiralont to a transfer of the lyof’s title, hie interest in the mortgaged land, 
whore, as is usual, he remains upon it as cultivating for tho mortgagee, being tliat of 
a tenant at a rack-rent * • * Tho ryoVa laud is often moro valuable as security to 
the soujfcar than it is an ordinary investment to a purchaser, ^for, through the great 
roluotaneef of tho ryofc to sever all connection with his land, tho 80 \cl\.ar is able to 
exact moro than the ordinary rent, and, besides, tho land is not the only security 
which tho sowXar holds, tho law gives him command not only over the debtor’s 
movable property, but over his labour and tho labour of his family.” 

338. Now, wo urge that tho maintenance of the old owner’s name 
on the register has inconvenient results in many directions. The first 
of these is that, the register is not a record of actual facts as it should 
be; and, from this it follows that the demand for the land 
revenue is made upon a person who is not actually responsible for 
the payment of it ; that an opportunity is, thus, given for the 
exercile Jjy untrustworthy subordinate ofiicials of powers which are 
susceptible of great abuse; that the capitalist owner is exempted from 
directly bearing those responsibilities which the possession of property 
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should impose ; and that the Government is prevented from protecting 
the actual cultivator, i.e., the expropriated owner, by a Tenancy Law. 
Moreover, there is reason for believing that tlic refusal to recognize 
actual facts in this connection has positively contributed to the people’s 
indebtedness. It is in evidence that the martvari or alien class of 
money-lender, the most exacting of all, does not care to stand forth 
as owner and cultivate the land. Had inoney-lendeis of this class 
been compelled to record their names, had the duties of proprietorship 
been enfoi’ced against them, and had their sub-tenants been protected 
against excessive rack-renting, these money-lenders would probably 
have concluded that land was a less desirable investment than it has 
been and is. 

339. Two ways of dealing with this first class of cases suggest 
themselves, for we put aside as Utopian the re-]mrchase of the old 
holdings by the State. One is to reinstate the old owners by coming 
to a composition with the dc facto owners, and by arranging for the 
payment of the latter’s claims by instalments. This method would, 
we gather, be acceptable to Bombay opinion, and, if a practicable 
means of enforcing it can be devised, it would no doubt be in every 
way desirable. But we fear that, at best, it holds out but a slender 
hope of success. There are no possible means by which the de facto 
owners can be compelled to part with their property : while even a 
liquidation based on consent could hardly be effected within any 
measurable period of time. 

340. Failing such a scheme, one irracticable method of dealing 

with this class of cases seems to us to be to recognize the facts, to 
record the money-lenders for what they are, namely, the owners of the 
land which has passed away from the tenants, and to protect the latter 
from rack-renting by a suitable Tenancy Act. There is universal 
agreement that the expropriated owner has, as a rule, sunk to the con¬ 
dition of a mere serf, tilling the land and making over the produce 
to the owner. In good years he has nothing to hope for except a 
bare subsistence; in bad years, like last year, he falls back on public 
charity. . 

341. In regard to the cultivators of the second class who are as 
yet the owners of their holdings, and in respect of whom the money¬ 
lender is still merely a mortgagee, the situation is different.. 'I'he 
problem is how to preserve to the ryots their rights in their holdiifgs, 
which are fast slipping from their grasp. Here the remedial 
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measures called for are of a legislative as well as of an executive 
character. The executive measures are the introduction of elasticity 
in the collectitiu of the Government demand, and its corollary, 
the improveincyit in the system of laud records. The legislative 
measures are concerned, first, with enabling the tenantry to compound 
for their existing debts; and, next, with limiting their power of incur¬ 
ring fresh debts, or, in other words, imposing limitations on the 
transfer of their jiroperty in the future. We will deal with the 
legislative remedies first, and then express our views upion the 
administrative question. 

31^. We propose the following legislative measures, and we note 
that the probability of lasting success will be greatly strengthened if 
Mutual Credit Associations take root and flourish in the countiy. 
In the first place, j^xiwer should be given by statute for the following 
or some similar piocerlure :— 

(1) The account between debtor and creditor should bo investi¬ 
gated, and a fair sum should bo fixed, to be paid by the former to the 
latter in liqunlation of the debt. 

(2) The average produce of the holding should be ascertained, and 
its money value should bo expressed in cash. 

(3) The surplus produce, after piroviding for tho subsistence of 
the cultivator and his family and tho necessities of cultivation, should 
be api^ropriatod to tho payment of <lebt, provided that such apjiro- 
priation shall not be continued after the lai>so of a term of years. 

(d) In substitution for (1), (2) and (3) the holding should he 
made over, at the land tax assessed, to the creditor in usufructuary 
mortgage for a term of years. 

In either case the holding should bo declared free of debt at the 
end of the term. We have ascertained that a procetlure similar to 
this is followed in Ilajputana. 

343. In the second place, we thiirk that legislation with the 
object of restricting the ti-ansferability of land should be undertaken in 
Bembay; and wo might refer to the legislation lately carried through 
in tho Punjab, as indicating how this object can be effected. Other¬ 
wise we fear that, as the. Commissioner of the Central Division said 
in " the number of non-cultivating occupants will continue to 

largely increase, and our moderate survey rates, which are intended to 
benefit the cultivators, will only benefit land speculators, who will, as 
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occupants, pay the low rates to Government and •'rind down their 
sub-tenants under a hideous system of i-ack-rentinor.” ^ 

344. Coming next to the executive measures, we* need not again 
refer to the question of elasticity in the collection of tlfe land revenue; 
but a few words are necessary as to improvements in the Land 
Eecords system which are essential to the proper introduction of it. 
These improvements consist chiefly in the better organization of the 
Land Eecords staff; in the mapping and registration of every plot con¬ 
tained in the ‘ field ’; in the maintenance of a correct map by the 
village accountant; and in the due legisti-ation in the village records 
of all particulars regarding ownership, encumbrances and cultivating 
rights. 

345. Wo were unfavourably impressed by the insufficient control, 
which, under the Bombay system, is excrciseil over the village 
accountant, and with the waste of strength involveil in employing one 
set of officials indealing with the land revenue, and a different set in 
dealing with agricultural statistics. The experience of other provinces 
shows that both functions are best and most economically discharged 
by one properly graded staff of village accountants, circle sujierinten- 
dents (or kanungos) and district superintendents (supervisor kanmgos), 
working under the Collector. It is only by consolidating the two 
staffs in this way that the necessary control can be established over the 
village accountant. 

346. Above all, there should be a real record of all proprietary 
rights in land, and to this end registration of title in the village 
register should be enforced. At present there is no precise informa¬ 
tion as to the actual ownership of the land, and the entries in the 
village papers are often at variance with the facts. The result is that, 
when the revenue falls due, and the actual cultivator, who is not the 
owner, protests that he is not responsible, the local officials are reduced 
to a shrewd guess as to who the responsible party may be. This 
throws an enormous power into the hands of the village accountant, a 
subordinate official, who, in every province, requires to be kept under 
strict control. 

347. We advise that no time be lost in giving effect to the reforms 

which we have suggested above. * t 



CHAPTER 11. 

Grant op Loans and Advances to Aoiucitlttjrists. 

[Extracts from the Proceedings of the Governor General's Council, 
dated the 30th Eeccmber, ISlOi] 

Sm John Strachey said :— 

A system of advances of this description, under tlie name of takavl, 
had been in force in many parts of India almost from the commencement 
of our rule, and there were, in seveml old llcf^ulatlons j)assed at the 
end of the last century and the bef'inning of this, some seventy or eighty 
years ago, many provisions bearing on the subject. These old laws 
authorized, under certain conditions, the advancing of Government 
money for agricultural improvement, ami in some parts of India the 
svstem had been acted upon to a very considerable extent. The 
security on which those loans were made was complete, because the 
security wa.s the land itself on which the improvements were carried 
out, and the advances were declared by law to be recoverable by the 
same processes as wore applicable to the recovery of arrears of land- 
revenue. The provisions of these old Regulations had, however, been 
found to be very incomplete; and, as might have been expected, 
they were hardly suitable in many respects to the circumstances of 
the present times, and besides it was thouglit very desirable to conso¬ 
lidate the whole law on the subject. This would be a further step 
towards the carrying out of the great scheme of the con.solidation of 
the statutes of this country which his Hon’ble and learned friend 
Mr. Stephen had in progress. 

The Government believed that the principle of giving the assistance 
of the State to private persons for the purpose of carrying out works 
of permanent agricultural improvement was one that might with great 
advantage receive a much w'der and more systematic development 
than had hitherto been given to it. The works for which these 
advances would be made were not at all great works requiring 
engineering skill, but woi^ks of improvement within the capacity of 
th4 proprietors and occupiers of the land themselves, with such little 
helf) from the authorities as might be necessary. These works would 
be for the most part such works as wells and small drainage works, 
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the reclamation of waste land, and so forth. There was another class 
of works at the present time for which advances of this kind miglit be 
made with sj^ecial benefit, and for this class of works, through 
imperfections in the existing law, to which he neecl not now more 
particularly allude, advances had hardly been made at all. Northern 
India was being gradually covered with a system of great canals for 
irrigation; but the State could only construct the main channels for 
these works. All subsidiary works, such as the smaller channels for 
bringing water into the fields and the preparation of the land for 
irrigation, must be done by the people themselves, by the local 
proprietors and occujiiers of land. Although these subsidiary works 
required really little skill, and were for the most part inexpensive, 
still the cost of them was often greater than the small proprietors 
and cultivators in possession of the land were able to bear without 
difficulty; and the necessity of*incurring this expenditure had been 
found very often to be a serious obstacle in the way of obtaining 
full advantage from the irrigation canals constructed by the Govern¬ 
ment. Without these subsidiary works of which he had spoken, it 
was impossible that full benefit could be derived from the canals. 
It rested with the occupiers of the land themselves to take water, or 
not, as they pleased; and the result of the present state of things was 
that there was frequently extreme delay, after the main channels were 
made, in taking the water. Thus there was delay in protecting the 
country against famine, and obtaining for the country the vast 
accession of wealth and prosperity which was offered to it, and at the 
same time, necessarily, delay in obtaining for the Government an 
adequate return on the vast sums of money that it had expended. 
The Government believed that there could be no object to which 
portions of the loans which it was proposed to raise for reproductive 
works could be more advantageously and properly devoted than this; 
and in making loans for works of this kind there could be absolutely 
no risk, for the loans would be given on the security of the land itself, 
and under a system already known to the people and highly appreciated 
by them. In a very few years all advances of this kind would be 
rejiaid, without the slightest doubt, with interest; nor would any 
elaborate or expensive machinery be required for the carrying out of 
this system under any development we were likely to see given to it. 
He believed there could be no doubt that the existing revenae and 
other public establishments would be quite sufficient to do everytliing 
which was likely to be required, 

6 
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lie need not now enter into the details of the measure he proposed 
to introducp. A more fitting opportunity for doing so would be found 
on the introduction of the Bill, if the Council would give him to 

proceed with the measure. Provisions would of course be ' ^ired in 
detail, to regulate the j>urposes for which these of money 

might to made, and for defining the conditions wnmeraVa ^h advances 
should be given, and under which they would bt\ le, and, in 

cases of failure in re-payment, for defining the nV in which the 
money should be recovered. The Boeal Covernmetf^t' were all con¬ 
sulted regarding this measure in a letter which was published in the 
Gazette nf Imlin some six months ago. Answers had been received 
from all the Tjoeal fto.'cfnments in the north of India; and although 
many suggestions had been matle, many of wliicl. “v ery -valaable 

and would reipiire careful coiisulei'ation in detail, he might say 
generally that the proposed measure had been generally apjiroved by 
all the authorities consulted. 

This system, which had long been in force in India, though in a 
very undeveloped form, was identical in principle with that which had 
been carrietl out on a large scale in many parts of the United 
Kingdom under the Land Improvement Acts, with results which 
were most encouraging, and the nature of which was well-known 
to His E'CCBr.LF.NTOv THE PitEsioE.VT, aiul (o which he need not refer 
more particularly. lie thought it might be safely said that there was 
perhaps no country in the world to which a system of this kind was 
more properly applicable than India; for in India at the present 
time there was one great industry, and one only—the agricultural 
industry. The one groat source of wealth in India was the land. 
It might be safely said that the whole present and future prosperity of 
this country, and he might add the future financial position of our 
Empire in India, depended on the development of the vast and 
practically lyilimited, though too often neglected, agricultural 
resources of the country. If ailvantage were taken of the means 
which science and ^vcalth had placed at our disposal for the improve¬ 
ment of the land, and, he might add, if we abstained from putting 
into operation theoiies which ignored the only really great and 
progressive source of wealth which India possessed, it might be 
safely predicted that the increase of agricultural prosperity in India 
wohld be rapid and immense; and he believed that at no distant 
period the twenty millions of annual income which the land now 
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yielded to the State might be expectetl to form, he might really say, 
an insignificant burden on thcragricultiual resources of the coiftitry. 
The present measure would be a step in this direction^ and Tie thought, 
a not unimportant step. lie believ'ed (hat if it were worked intelli¬ 
gently it might produce really great results, and he thought that this 
measure would also be valuable at the present time as a fresh recog¬ 
nition of the fact that the (Joveinmcnt of India wa-- not only a 
Government, but the receiver, as the rejn-esentative of the public, of 
that portion of the rent of the land 'ulnch had belonged from time 
immemorial to the State, and that, in its capacity of chief land-lord 
of the country, duties devolved on the flovernment for the improve¬ 
ment of the land, and for the advanecnicnt gencraliv of agriculture, 
beyond the ordinary duties of a Government, and similar in kind to 
those duties which a good land-lord had everj'where to perform. 



[^Extracts fromjhe Proceedings of the Governor General's Council, 

' dated the 28th September, 1871.'] 

Land Impuovement Loans Biix. 

The Hon’ble Mr. (afterwards Sir John) SriiACiiEV said that he 
need not say much about the objects of the Bill, because they had been 
fully stated on former occasions. In regard to the main jirincijiles 
of this measure, there was no novelty in it. It was a consolida¬ 
tion of the old takaii laws, with some imjiortant amendments. 
It ought, he thought, to be remembered to the credit of the British 
Government of the last eentiny in India, that it recognized 
by law the principle now acted upon with so much advantage at 
home, under the Land Improvement Acts, that it was the duty 
of the State to make use of its resources in encouraging and 
developing agricultural improvement. The old Regulations for 
which it was projiosed to substitute the present Bill, had not, 
he believeil, in any Province, been ajiplied on any defined and 
organized system. Their application had mainly depended on the 
opinions or zeal of individual officers of the Government. Nor 
would it have been easy to introduce such a system, for the pro¬ 
visions of the existing law were, to some extent, unsuitable and 
obsolete. For instance, if the law were strictly acted upon, 
which he believetl it never was, they would have to charge twelve 
per cent, interest on all advances. What they recpiired was a 
well organized system under which the Government should encourage, 
by loans granted on the security on the land to be imjnoved, the 
construction of simple works of agricultural improvement, such 
as, wells, tanks, minor water-courses, and so forth. The Govern¬ 
ment was now gradually covering India with great works of irri¬ 
gation on a scale unknown in any other part of the world, but no 
proper provision had hitherto been made for the encouragement of 
the humbler but hardly less valuable class of works to which this 
Bill referred—works which would be constructed by the landed 
proprietors and occupiers themselves. 

Thj present measure brought with it no financial risk, and 
imposed no charges whatever on the revenues of the State. Govern¬ 
ment would make advances at a somewhat increased rate of interest 
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over that which it itself hatl to pay, hut still at a loweii itite 
than money could he borrowed at from other parties, •and lie pre¬ 
sumed that these advances would ordinarily be'made, or might, 
with perfect propriety, be made from the money*borrowed for re¬ 
productive works. 

Those works would be so simple that there could be no doubt, 
under proper management, of their reproductive character. The 
security for re-payment would, in almost every case, be the 
land itself on which the improvement was made. He only wished 
that they had some such sort of local and well-defined security 

for the re-iiayment to the State of the charges incurred on the 

groat works of canal irrigation executed by the Government it¬ 
self. There was no doubt that they ought to have such security, 
and he believed that at some future time they would get it. This 
however, was not a question he need dwell upon now, as it might 
perhaps, before long, come up for consideration before the 
Council, when the Canal Bill was being procee<led with. 

Hitherto, advances of this character had only been made to 

the proprietors of the land to be improvetl. Under the present 

Bill, advances, under certain circumstances, might also be made 
to tenants ; but the consent (either expressed or implietl) of 

the landlord would bo always necessary, unless the Collector 
should be satisfied that the tenant possessed in the land an 

independent and transferable interest which would furnish by 

itself, without reference to the landlord, a sufficient security 

for the re-payment of the loan. 

The Government would make rules as regards all details not 
expressly provided for in the Bill. 

The practice laid down in the old Regulations which had been 
found perfectly successful in protecting the Government against 
loss, was also introduced into this measure, namely, that advances 
would be recoverable as arrears of land revenue. 

He hoped that if this measure became law, it would prove 
the starting point of a system under which benefits of the 
greatest possible value might be conferretUipon the country. 

« 

The Hon’ble Sir R. Temple said that he entirely agfeed in 
the remarks of his Hon’ble friend, Mr. Strachey. The J'inancial 
Department concurred heartily in the Bill. The advances provided 
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under^the Bill would be matle, of course, from the cash balances, 
and the caaji balances consisted paitly of the results of Imperial 
taxation, and partly of sums raised by loan. Now, how \vas it 
possible to spend such balances more in’ojterly than in stimulat¬ 
ing and assisting agriculture—the only reliable field for 
taxation ? The security for these a<lvanccs was the best possible— 
the very land that was to be improved. He agreed that it was 
highly desirable that similar security should be provided in 
the case of canals ; any such proposal would certainly have his 
(Sir R. Temple’s) suiiport. As to the rate of interest, it would 
always be such as to fully recoup the Government for all ex 2 ienses 
connected with tlie loan ; no fraction of any such oxjienses would 
fall on the general tax-jiayer. In former times some small advances 
might have Ijeen made without interest, on the jirincijde, he 
supposed, that land revenue not expended might, with propriety, 
be silent on the landowner from whom it was derived. But the prin¬ 
ciple was one that obviously could not be generally carried out. 
Those who borrowed should, as a rule, pay interest ; and this being 
so, there was no need for the short periods in which, under the 
old system, these loans were repayable. These short periods had 
to a great extent, neutralized the value of tlie advance, because 
an agriculturist found himself obligeil to repay the loan before 
he began to reap any advantage from the improvement effected. 
Now that a man would pay fair interest, there would bo no need 
for any such hurry. It was far better that the people should 
borrow of Government than from their own countrymen on what, in 
any civilized country, would be regardal as exorbitant rates. It 
was a great duty to encourage saving, and to lead tenants, as 
well as landlords, instead of hoarding their savings, hiding them 
in a napkin, melting them down into ornaments, or burying them 
in the ground, to apply them as capital to reproductive purposes 
in compliance tVith the sound principles of political economy. 

His Excellency tub President said—I cannot allow the Bill 
to pass without expressing my satisfaction at the prospect of its 
immediately becoming law'. 

TIvfr since I have been in India I have been most anxious that 
the ‘system under which fakavi advances have for years been made, 
should be systematized and rendered more beneficial. 
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In Ireland a system o£ Government advances has been in opera¬ 
tion for many years to the great benefit of the country. I may say 
for the satisfaction of my Hon’ble colleague, the Financial Member 
of Council, that the system has been earned on thrdtighout the entire 
period of the famine without the smallest loss to the Government, 
as well as T recollect. From the last returns I see tliat the sum now 
advanced is considerably more than two milions, and the arrears of 
principal and interest amount to something like £.550 

The whole system works like clock-work, with great advantage 
to the country, and without the smallest risk of [)resent or future loss 
to the State. 

In England, where it has not been thought necessary to estab¬ 
lish a Government system of loans, many Acts of Parliament have 
been passed to enable private individuals and Companies to carry out 
almost the same system ; .and to Companies which make these loans, 
the same facilities for recovery and the same securities are given 
as the Government would have thought necessary to enact for it« own 
loans. 

I happene<l to be connected little with a Company of that kind, 
and the result was precisely the same as in the case of the Irish 
Government loans. 

The sums of money negotiated were exceedingly large, but the 
re-payments are made to the day, and I do not believe that the Com¬ 
pany with which I was connected had ever to complain of having a 
single bad account. 

There are several other Companies of the same kind that have 
been engaged in the same transactions, and, with the exception of 
some which were not very well managed, the same satisfactory results 
have generally been obtained. 

• 

It seems to me that such a system which has worked so well 
in other countries, and which is so well known and has been so long 
in existence in India, must be an immense benefit to the country, 
and tha't if the local Governments take U 2 ^ this measure in the spirit 
that I have—no doubt they will—it will be found easy to establish a 
small and inexpensive organization for working the provision»of the 
Bill in case the district oflScers have not time to give to it'du§ 
attention. 
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I think in districts where the transactions may not be large, 
and where the system is well known, it may be found that the dis¬ 
trict officers can dp all that is necessary; but in other districts, where 
numerous or lasge works may be desired, and the propriet^m are 
willing to undertake them, that some small special organization may 
be necessary for a certain class of works, and that there will be no 
difficulty in arranging for their proper supervision and completion. 

There is only one other remark that I wish to make, and that is, 
that the Council will perceive the Bill is strictly limited to loans 
made for agricultural improvements. 

I have heard it stated that, by the passing of this Bill, the 
Government have announeal their intention of withdrawing perma¬ 
nently advances for agricultural purposes that may not strictly come 
under the head of agricultural improvements. I can only say that 
this is not the intention of the Government, and it is possible 
that there still may be certain loans necessary j^artif ularly under pres¬ 
sure of famine and distress, such as have been given in former years 
under the takavi system, which it is absolutely necessary that we 
should make. There is nothing in this Bill to prevent this still being 
done. 

The whole object of the Bill is to put, on a more systematic foot¬ 
ing, the system of loans for permanent agricultural improvements, 
which can have no other effect except that of adding permanently 
to the value of the land and increasing the value of the property. 

I commend this Bill to the attention and consideration of Ijoeal 
Governments, believing that it will not only have the effect of bene- 
fiting the people, but it will also bring the officers, who arc engaged 
in carrying out its provisions, into a most agreeable contact with the 
people, and increase those kindly feelings which ought to exist between 
the rulers and the ruled. 



[^Extracts from ihe Famine Cornmimon’e Beport, ISSOi] 

Fart II, Chapter IV, Sec. Ill, pp. 143-45. 

Government Ijoans to FAcrEiTATE Land lAtPROVEMENT. 

Sketch of existing practice. 

1. Advances for the improvement of land are now made for 
the most part under Act 26 of 1871. The ohject of this Act 
was to define the purposes for which it was held to bo le«;itiraate to 
place a charge on the land, as security for the repayment of advances 
made by the State, to enable improvements to be carried out, and 
to give the Government a preferable claim on the land for such 
repayment. These purposes were defined to be undertakings whose 
object is the permanent im]>rovement of the protluetive powers of the 
landj and such undertakings are of three classes: (1) wells, tanks, 
or other works for the storage, supply, or distribution of water for 
agricultural purposes, or the prepai-ation of land for irrigation; (2) 
works for the drainage of land, for reclaiming land from river or 
other waters, and for the protection of land from floods or erosion; 
(3) for reclaiming, clearing, or enclosing lands for agricultural pur- 
po.ses. The provisions of the Act, which has been amended as to 
procedure by Act 21 of 1876, are, that a landowner, or tenant 
with his landlord’s sanction, should apply for an advance; and that 
the Collector after satisfying himself that the object comes under one 
of the above three classes, and that the security offeretl is sufficient, 
may make the aelvance, and shall ultimately recover it in the same 
way as the land revenue is collected. Further details as to the 
amounts to be lent, the mo<le of making applications, the mode of 
enquiring into the security and the object, the interest to be charged, 
the manner and time of repaying instalments, and the amount of 
those inatalments, are to be provided for by rules drawn up by 
local governments and sanctioned by the Governor General in 
Council. 

Defects of the system. 

2. The evidence we have received regarding the working of this 
Act renders it unquestionable that it has failed to realise the intention 
of promoting improvements, and that there is a very general reluc¬ 
tance to make use of its provisions. The sums which have been 
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advanced, under the Act are extremely small,* and bear no proportion 
whatever tp the need which the country has of capital to carry out 
material improvements. This result is allowed to be due to several 
causes, amon{« which the following arc the most prominent:—The 
obstacles created by inefficient Native subordinates, to whom the 
granting of such advances gives extra trouble; the delay and expense 
of the initial procedure, under which the first application has to be 
stamped, the bond for repayment stamped and registered, and a 
minute and troublesome iiujuiry has to bo made into the nature of 
the apjdicant’s tenure .and its v.aluc; the necessity of paying interest, 
which is usually fixed at 0^ per cent, per annum ; the small number 
of years over which repayment may be spread, and the eonseipient 
largeness of the annual instalments; the early date at which they 
begin to fall due, even before the improvement has begun to realise 
a profit; and the rigidity of the rules for punctual repaymeiiL.. . 

Suggested alterations in the Act and rules. 

3. The evidence we have obtained on these i>oints leads us to 
recommend that the Government of India should cause an inc|uiry to 
bo made as to how far these complaints arc valid, and to what extent 
they can be met by an alteration in the rules. While all needful 
precautions are taken to secure the State from loss, every unneces¬ 
sary impediment should be removed which now makes the people 
unwilling to apply for such a<lvanees. In jiarticular we recommend 
that the period over which the repayment of the dcdit can be spread 
should be considerably enlarged; that a reasonable time should be 
allowed for the completion of the work before rcjiaymcnt begins; 
that the rate of interest charged should not exceed what it costs 
Government to effect its loans; that the .annual instalments should 
be fixed at an amount which would, in a prescribed term of years, 
discharge the principal and interest togethci', so that any separate 
interest accoifnt may be avoided, and which should not exceed at the 


•The suras disbursed in the last year on record, 1877-78, are as follows.— 


Es. 

Punjab (7 districts only). 180,000 

North-Wostom Provinces. 68,643 

Bengal . 469 

Central Provinces. 7,616 

Bombay. 14,957 

Madras. 166,367 
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outside 10 per cent, on tlie original advancCj at which rate it is 
calculated that the loan, with inteicst at 5 per cent., would he repaid 
in 14 years. If, on the other hajul, a period of 20^'ears is allowed 
for reiiaymeut, the annual instalments need not be piore than 8 per 
cent, on the original advance; if 25 yews, they might be reduced to 
7 per cent. 

Advances to be managed by the Agricultural 
Department. 

4. Not only should the way be made easy for landowners to 
apply for such advances, but they shoidd he encouraged to do so by 
the advice and influence of the district otHcers. We suggest there¬ 
fore the advisability of entrusting this duty to the ofRccr of the 
Agricultural Department in each district, who should make it his 
jicculiar duty to encourage the landed classes to lock to Government 
rather than to money-lenders for advances of this kind, should advise 
with them as to the objects on which money can be most usefully 
laid out, and should supervise the proceedings of the native agency 
througli whom the details of the procedure must ordinarily be 
carried on. 

Advances for objects outside the Act, and in 
exceptional cases. 

5. Besides the advances given for the objects contemplated by 
this Act, advances of another kind have been, and still are, made out¬ 
side the Act, such as loans ta help landowners to pay off debts, for 
the purchase of bullocks or seed grain, and for the construction of 
embankments and watercourses, loans without interest to some,wild 
tribes, or to facilitate tiie recovery of the country from famine. 
It is undoubtedly well that provision should be made for giving assist¬ 
ance in exceptional cases wliich do not come under this Act, and 
peculiarly so when the country is recovering from so great a calamity 
as that of famine. We have already pro 2 iosed that £he making of 
loans to the landed classes should be a part of the regular system of 
famine relief, and this measure should be liberally extended and 
prolonged till the effects of the famine have jiassed ^way. There 
may also be other cases of exceptional calamity, in which relief may 
properly be given to deserving tenants or landlords by advanced of 
this kind; and it is desirable that the district officers should, under 
suitable rules, have the power of giviug such assistance where the 
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circumstances are personally known. But care should be taken to 
a\^^id falling’ into excess in doing this. There could be no greater 
eneouragement to unthrift and recklessness among the agriculturists 
than the knoiyledge that they have no need to accumulate capital to 
meet any misfortune that may befall them, but that they can always 
rely on obtaining from the Government the money they require on 
comparatively easy terms. The landed classes are only too prone to 
enter into any contract for the future which will relieve them from 
present pressure, and this tendency would be stimulated if the 
Government, as a rule, lent money except for the object of a definite 
and permanent improvement of the land. 

Improvements not to be the ground for increased 
assessments. 

6. In addition to the difficulties mentioned in para. 2 of this 
section as arising out of the working of the rules made under the 
Act, another reason has been prominently alleged for the disinclina¬ 
tion of landowners to spend money, whether their own or bon owed, 
on the improvement of the land, and that is their doubt whether at 
the exjnration of a term of settlement they will be allowed to enjoy 
the whole profits of such an impiovemcnt, or whether it will form 
the occasion for an enhancement of their asses-^ment. In the Punjab 
it is a rule of the revenue system that constructois of new wells 
should be iirotected for iiO _)ears from enhancenient on account of the 
irrigation thus 2 ’iovided, and that repaiiers of old wells and diggers 
of water-courses should be similarly protected for 10 years. In the 
North-Western Provinces, Oudh, and the Central Provinces no 
de§nite rule ajqicars to have been laid ilown. In Berar and Madras, 
rnles have been issued jiroviding that the assessment on lands on 
which wells or other improvements have been constructed by the 
owners or occupants at their own cost shall not be enhanced at a 
future settlement, except on the giound of a geneial levision of the 
district rates! But these rules have not the force of law, and in the 
Bombay Presidency alone has this understanding been embodied in an 
Act. We think it important that a precise and permanent under¬ 
standing should be come to on the subject and ratified by law. The 
landowner should be guaranteed against any enhancement of his 
assessment for such a period as shall secure to him such a reasonable 
raturn on his investment as will encourage the jirosecution of improve¬ 
ments. It appears to be quite possible to draw up a set of rules 
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defining what the period should be for any locality or any class of 
cases, so that it may be clearly known, without fear of mistake or 
danger of retractation and change of view, by .every landowner or 
tenant who executes a permanent imiirovement on the land, whether 
he is entitled to the entire profits arising from it, or to a part, for 
ever, or for a term of years. 

Right of tenants to make improvements to be 
affirmed. 

7. We think also that more distinct legal provision is required to 
secure that eveiy occupancy tenant may effect in the land he occupies 
material improvements of the kind contemplated in Act 20 of 
1871 without requiring him to obtain the sanction of his landlord, 
and without endangering the seemity of bis I enure. Such a right 
has nowhere been authoritatively declared by the law, and decisions 
of the Courts have in some instances negatived, and in others ques¬ 
tioned, its existence. Further, every tenant who is ousted by his 
landlord for failure to pay rent or other causes should obtain com¬ 
pensation for unexhausted improvements. A clause providing for 
the latter case exists now in the Kent Law of the Nr^rth-Western 
Provinces, but does not appear to exist in the Punjab, Oudh, Bengal, 
or the Central Provinces, 



\_Kjciracts from t^c Proreedivfft of ihc Goiemor General’s Connell, 

, dated the 2Gth Octuler, 18821] 

AoiiicuLTrjivL Loans 13ill. 

The Hon’ble Mr. Crosthwute said :— 

The Council is aware that an Act was passed in 1871 for the 
2 )uqJose of enabling Government to make advances of money to the 
owners and tenants of land for the sole pnrjiose of improving that 
laud. After some eleven years’ ex23eiienee, it is universally admitted 
that the Act is a failure. 'Ihe (otal advances under the Act for the 
whole of India do not come to more than four-and-a-half or live 
lakhs at the outside during the year, and the Famine Commission, 
in Chajiter 4 of the .second jiart of their Rejiort, have called attention 
to this subject, and suggested that the Act might be made siinjiler, 
and the Local Governments might have more power to make the 
rules under which the Act is worked elashc and suiiable to local 
jieculiarities. On the report of the Famine Commission, the Local 
Governments were asked to give their ojiinions on these suggestions. 
Those ojiinions have now been receivetl, and are almost unanimous 
that the Act and the rules framed under it require simplification. 
The North-West Government are siiecially anxious that this should 
be done, and they have jiressed it on the notice of the Government 
of India. In accordance with those opinions the ])resent Bill has 
been framed, on the 2 ’i'iociple of leaving everything, that can pos¬ 
sibly te thus left, to rules to bo fi-amed by the Loc.al Government. 
In the present case, I think this method of fmming the Act is not 
023611 to objection, because the only interests concerned are those 
of the Government which advances the money, and it is 2 wsumed 
that in making the rules it will take 23recautions against loss. In 
thus amending \he law we have also taken the o]3portunity of endea¬ 
vouring to encourage the a2323lioation of private capital to the im¬ 
provement of land. We 2^ro23ose to follow the method which has 
been for> a long time adopted in the English and the Irish Acts, 
which have been passed for a similar purpose, the method, namely, 
of emjwwen'ng companies whose articles of association, and the 
method of whose business, ap23roved by the Government, are to make 
advances to ownera of land for the 2 >urpose of executing improvements. 
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We propose that the Government of India should have the»power 
to place conditions on those eomjnnios, to ensure that Wicir business 
shall be carried on in a proper and reasonable manner ^ and, if those 
companies fulfil the conditions imposed upon them, the Bill is so 
drawn as to enable them to take advantauje of its provisions for 
the recovery of the advances; in fact, their loans will be secui’ed and 
will be recoverable in the same manner as if the money had been 
advanced by the Government. 

This is the Bill which I ask leave now to intioduce, and I hope 
that the Council will "ive me penmVsion to introduce it, because, 
although I think it is open to doubt \\ hether it will lead to a very 
great extension of advances b 3 ' Government, I think it is quite 
probable that it may oj^en the door to private enterprise in the matter. 
For my own jiart, I fear that, until the causes which prevent 2^coplfi 
from improving their lauds are removed, namely, in the ease of 
tenants, the want of security that the profits which arc derivable from 
their improvements will not be ajipiojiriated by the landlord ; I think 
that, until the provincial laws arc altered in this respect, there is not 
much hope, so far as tenants are concerned, that they will take 
advance either from the Government or from private companies; but 
I think that, when this Bill is jia^sed, we shall have done all we 
can in a direct way to make the system of advances poi>ular. 

The IIon’dle Sir Stegaut Bayley .said :— 

I have only a few remarks to make in confirmation of the 
projiosals of my hon’ble friend. Mu. CuosTii waite, in connection with 
this Bill, which, I quite agree with him in hoimig, the Counijil will 
give him jiermission to introduce to-day. 

He has told us of the origin of the Bill, but there was also 
another reason for bringing it in which he omitted to mention, 
which was a small technical omission, regarding the recovery of 
interest on loans, which was brought to our notice by one of the 
Local Governments. But, in reading the papers connected with 
the 'Bill, I was very much struck by the unanimity of all those 
consulted as to the fact of the old law having failed in accomplish¬ 
ing the objects with which it was es^blished, though there was 
considerable difference of opinion as to the reasons of that failure: 
reasons were given of all kinds. Some gentlemen, J observe, 
actually stated that the agriculturists did not require loans for the 
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I'jnprovemenfc of their land; but that was not general. More com¬ 
monly it was said that the dealings of the cultivator with officials 
in matters of this kind were exceedingly troublesome, that at every 
point he was thrown back, and that it took him an enormous 
amount of time, and caused him an unreasonable amount of trouble, 
to get his loan. That was, I think, very generally agreed. 
Another point was the excessive cost of the application in point of 
fees; another point was the high rate of interest; another was the 
shortness of the time within which he had to repay the amount, 
and there may have been other reasons given, but those were the 
main ones in regard to the Act as it stood. But the real reason, to 
my mind, which has prevented the old Act from having anything like 
the operation which we would have wishwl for it, was brouglit out 
very clearly and lucidly in a report by Mit. Jones, Commissioner of 
Berar. lie explained—and I think every one will agree that his 
explanation is incontestable—that the rjot, if ho borrows from 
the Government, cannot also borrow from the village money-lenders. 
It was a sermon on the old text that you cannot serve two masters. 
The ryot comes to the Government and he receives the loan, but, in 
Older to receive it, he must hypothecate his land. Sliortly afterwards 
he wants perhajis to borrow for some other purpose—for marriage, 
or to pay his revenue, or for any one of the thousand domestic 
purposes for which he requires money besides agiicultural operations. 
He then goes to the village money-lender ; the money-lender turns 
round upon him and says ;—‘ No, you have already borrowed from the 
Government, the Government have been ruining my business by 
charging a lower rate of interest than mine; the Government have 
already got the first lien on your land, and now you can go to 
the Government for the other money that you want.’ Well, when 
it comes to a choice, and the ryot has to decide whether he should 
borrow from ope of two competitors,—one of whom can only lend 
for one puiqxise, while the other can lend for all purposes,—there is 
very small doubt as to what he will tlo; he will cleave to the one 
who can lend for all purposes, and despise the other who can only 
lend for one purpose. That is, I think, the real reason which cuts at 
the root of any very extended usefulness of the Act as it at present 
stands, o There remains the fact that, though this applies to the 
cuitivators who are indebted, it does not apply to the cultivators 
who are not indebted. These may require loans for agricultural 
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improvements, and to them the necessity for keeping on good t&ms 
with the village money-lender does not apply; but the great majority 
of cultivators—even those very well off—all over thf country, must 
occasionally have to apply for loans for temporary purposes. Well, 
I suppose, the logical deduction from this would be —‘ Then why 
not give up the whole business and try and arrange a system of 
companies or banks conducted by private enterprise which shall 
take over from you the agrieulttiial loan.s, and at the same time 

carry out the ordinary domestic and industrial loans which the 

ryot wants at all times and in all i>arts of India ?’ 

Wo have given a great deal of attention to this subject, with the 
assistance of my Hon’ble friends, Majok BiiiiNG, Mr. Crosthwaitb 
and others; we have been practically working at it all the season; 
it has bhen thoroughly threshed out, and a scheme up to a certain 
point has been devised; but the more we worked at it, and the 

deeper we dug, the greater the difficulties, and the more insuper¬ 

able they seemed. We were met by these two main ditficulties, 
in regard to Northern India especially,—first, that the ryot in 
those parts has no transferable interest in his land which he can offer 
as security, and the only interest he can offer—his crops—are pre¬ 
viously hypothecated to the landlord. These were the two points 
at which we struck. We got pretty well on with the work, when it 
was brought to our notice that a gentleman in Bombay—Mil. (now 
Sir William) Weduerbdrn— was at work on a similar scheme, and 
he had the advantage of being in communication with certain 
bankers at Poona who were apparently willing to assist him in 
starting an experiment of the kind. It occurred to us that the 
experiment of an Agricultural Banking Society aided by Government 
should, in the first instance, if tried at all, be tried in a 
selected tract of country, and not thrown to be torn in pieces by 
the fortune or ill-fortune which might attend it under the varying 
conditions of different parts of India, and, when we came to consider 
to what tract of country we should apply it, it seemed to us that very 
obvious advantages existed in regard to the Deccan which did not 
exist in any other part of India. In the first place, the cultivator of 
the Deccan has a transferable interest in his land, and, in the second 
place, he has no landlord coming between him and the Government. 
Well, Sib William Weddebboen was good enough to come up to 
Simla, and we had various conferences with him, and the upshot of it 
• 8 
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all if that wo propose now to consult the Government of Bombay on 
the possibijJty of^ introducing such a scheme into a selected area in the 
Deccan./ In thp meantime, the necessity remains for amending the 
existing law, not only on the small technical point which I have 
mentioned, but also on the various grounds given by Mu. Crosthwaite. 
We wish to amend the defects in procedure, vv'e wish to simplify the 
procedure in every direction, to shorten the operations and various 
processes through which the ryot has to go before he can get his 
loan; we wish for permission to reduce fees and stamp-duties; we 
wish to bring the interest down to the lowest point eomjiatible 
with justice and fairness to the general taxjiayer, and we wish to 
make the law as elastic as possible, and to leave as much 
as possible to bo provided for by the rules of the various Local 
Governments. 

These are the objects with which the Bill is brought in, and 
I have no doubt that, in the hands of my Hon’ble friend Mu, 
Crosthwaite, these objects will be attained. We have also provided 
experimentally—and these provisions will have to be very carefully 
considered in Select Committee when leave is given to introduce the 
Bill—for permission practically for the Government to make over, 
in any tract in which an agricultur.il bank may be started, its money- 
lending business for agricultural operations altogether. Such banks 
have not yet been started generally, but T was very much interested 
in having my attention recently called to .a report in the Bengal 
Government Gazette by the Commissioner of the Presidency Division 
of Bengal, giving an account of an agricultural bank which has been 
started in Jessore. That bank is conducted entirely by Native 
managers, and it has been started by Native capital. It is principally 
concerned with deposits by agriculturists, but it has also a good deal 
of loan work. Naturally, you ivill ask, if an agricultural bank in 
Bengal can db loan work, why should we have been so much hampered 
with regard to the security of the land and the crops ? The answer is 
given in the Commissioner’s report on the bank. The bank lends only 
on the security of zamindarit and patni taluqs, that is to say, on what 
is absolutely, or nearly absolutely, proprietary right, and does not 
descend to tenures. This* of course, limits to a certain extent the 
usefulness of the bank from our point of view, but still it is a very 
useful experiment, and I only hope the example will be followed 
freely and frequently in other parts of India, 



GRANT OF LOANS AND ADVANCES TO AGRICULTURISTS. 


59 


His Excellency the President said:— 

I have only to say, in regard to this Bill, that it is pot a very 
large measure. I believe, however, that it will rempve many of the 
difficulties which now prevent the practical employment of the existing 
machinery for Government loans for agricultural im 2 )rovements, and 
that, as far as it has that effect, it will, I cannot doubt, be beneficial 
to the agricultural community. 

The difficulties found to exist in India in this matter are not 
confined to India alone. We find also at home that loans of this 
description are not taken advantage of to the extent to which one might 
naturally suppose they would be, for very much tlie same reasons as 
those which have deterred agriculturists from availing themselves of 
them in this country,—namely, the difficulties createrl by the very 
strict rules which have been laid doi\ n for the guidance of applicants 
for loans of this description. These rules liave been found to be 
unpalatable to English Inndholdei-s, and I am not by any means 
surprised to find that they have had the same effect in this country. 
The main object of this Bill is to simplify those rules to the greatest 
possible extent, to enable them to be applied to the different parts of 
the country as varying circumstances require; and it is my earnest 
hope that, although the measure is not one of a very extensive 
character, it will effect a small and useful reform in the present system 
of loans for agricultural improvements. 



\_Extracts fr^m the Proceeilings oj^ the Governor General’s Council, 

, dated the 4th Jannarg, 1884^] 

Agriculturists’ Loans Bill. 

The Hon’dlb Sir Sikuart Bayley said that the Act which he was 
asking the Council to amend was known as the Northern India 
takavi Act. The Act was a very small one, and its whole essence 
consisted of one section, which said that, 

** The Local Government may, from time to time, Jhe previous sanction of 

the Governor General m Council, make rales as to loans to to ow nora and 

occupiers of arable land, for the relief of distress, the purchase of seed or catfTte “iv 
any other purpose not specified m tho Land Improvement Loans Act, 1883, but 
connected with agricultural objects/* 

The loans were to be recovered as arrears of land revenue. The 
object of the amending Bill was, in the first place to correct a small 
omission which was ma<le in the original Act. The omission was this, 
that, although the loans themselves were recoverable as arrears of 
revenue, no arrangement was made for the recovery of interest on 
these loans. It was proposeil to jirovide for this. The second point 
was that the Act, which extends at present only to Northern India, 
might, at the option of other Local Governments, be extended to the 
provinces under their jurisdiction. The third point was to provide 
that loans given on the joint security of village committees, or to 
other agricultural associations of the same kind, might be collected 
on the joint responsibility in the same way as in the Agricultural 
(Land) Improvement Loans Act. These were all the proposals of 
the amended Bill. 



^ExtractsJrom the Famine Cdnimissioti's Refort, 1901.^ 

Part III. Section V, Pages 102>106. 

Advancks by Goveunment. 

310. There is some connection from the historic as well as from 
the economic stand-point between the establishment of Credit 
Associations and the encouragement of advance.s under the Agricultural 
Loans Acts. The historic connection lies in the fact that it was 
originally intended to incor 2 X)rate in the Land Improvement Loans 
Act a scheme for the creation of Agricultural Banks, although not of 
the Raiffeisen class. The economic connection lies in the identity 
of the object, at which both Agricultural Banks and the system of 
Government advances alike aim. 

311. That object is the promotion of agricultural prosperity and 
the improvement of the cultivators’ condition. “ The real justification 
of the iiolicy (of Government advances to cultivators) lies,” said the 
Member in charge of the Bill, which became Act 12 of 1884, “in the 
position of Government as the great landlord of the country, and the 
direct bearing which the welfare of the cultivator has on its revenues.” 
But a wider view may be taken of the responsibilities of the Govern¬ 
ment, and its interest in the cultivator as a citizen no less than as a 
contributor to its revenues justifies it in promoting his industry. The 
policy of the Takavi Acts should not be regarded as jiroductive merely, 
but also as protective; and it is upon the protective aspects especially 
that we would insist. We recognise the progress that has been made, 
since these measures were originally introduced, but we are convinced 
that there is both scope and need for a further extension of the policy 
in its protective aspect on lines of greater liberality. It will be 
convenient to deal separately with the two Acts,* although many 
considerations apply ec^ually to both. 

812. The Land Improvement Loans Act (19 of 1883) in its 
present form rose out of the recommendations of the Famine Com¬ 
mission of 1880. That Commission jioticed many defects in the 
existing law regarding agricultural advances, and thei(i recom¬ 
mendations led to improvements, which, so far as they have" gone, 
have proved beneficial. Still much remains to be done. 
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313. It is not necessary to enlarge upon the importance, from the 
proteative point of view, of agricultural improvements generally. 
The Commission of 1880 drew altention to the matter and suggested, 
among other reforms, the po.s.sihilify of “cxlending the i)raetice of 
Bombay and Madras to Upper India so far as to rule that the 
assessment of land irrigated from a I'crnianent well should not bo 
liable to enh.aneemcnt on account of the well at any revision of the 
settlement, provided the well is kept in efficient repair.” This recom¬ 
mendation was embodied in the Bill which afterwards became Act 19 
of 1883, and was thus referred to by the llon’ble Member of the 
Governor General’s Council in charge of the Bill during the debate 
upon it:— 

“The section, as it left the hands of the Select Committee, proposed 
to go even beyond the reeornniendalion of the Famine Commission, 
and to exemjjt from increase of asse.ssincnt jirolits arising from im¬ 
provements effected I>y the aid of loans taken under this Act, not 
merely for such periods as would secure to the maker a reasonable 
return for his investment, but for all time. In those temporarily 
settled provinces where cultivation has almost reached its natural limits, 
this principle miglit pcrhajis bo a))plie<l with ad vantage; but in othci"s 
where extensive areas are still awaiting leclamation, which can 
practically yield no return and pay no icvcnne until irrigatetl, the 
enactment of such a hard and fast rule would result only in a useless 
sacrifice of the prospective financial resouiccs of the state.” 

31'1. For these reasons the clause which embodied the recom¬ 
mendation in ipiestion was curtailed ; and the profits of those 
improvements, which consist of the reclamation of waste land, or 
the irrigation of land assessed at unirrigated rates, are still, in 
Upper India, exempted from an increase of assessment only for a 
limited term. 

315. We have carefully considered this question in the light of 
the grievous nvsfortunes which have within recent years afflicted 
Upper India. Our enquiries demonstr'ate that there is a field for the 
construction of wells, tanks and other artificial means of irrigation, 
to which it would be difficult to assign a limit. It has also been 
forcibly brought home to irs—as it was to the Commission of 1880— 
that the present terms on ‘which these loans are offered do not 
attract "lire owners of land to make more than a imrtial use of the 
opportunities held out to them. We are convinced that nothing 
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short of a permanent exemption will stimulate the owners of laud 
to that full activity, which is on every frvound so greatly to be 
desired. 

316. We recommend, then, that in all future settlements any 
increase of assets duo to the construction, otherwise than at the 
expense of the State, of wells, tanks or other artificial sources of 
irrigation should be j;ermanently exempted from assessment to 
revenue. Wc are arvare of the objection that it is financially 
unwise to exempt permanently the increase of assets due to irrigation 
in the poorer soils, because it is in the yioorer soils that irrigation 
will lead to the largest increase of a.ssets. But this objection is 
met by the consideration that, from the protective point of view, 
it is just the poorest soils which are most in need of irrigation. 

317. With a view to the encouragement of well sinking, we 
would also recommend that an expert statf bo appointed, with power 
to disburse loans on the spot. Under the advice of this staff trial 
wells might be dug, the cost being recoverable from the landholder 
only if good water is reacherl. In all eases we recommend that partial 
or complete remissions .should be granted if the well is a failure 
from causes beyond the borrower’s control. The cost of this expert 
staff and of these remissions should be charged to a fund, constituted 
from the difference between the rates of interest at which the Govern¬ 
ment respectively borrows and lends. 

318. In this connection we would call attention to the recom¬ 
mendation of the Famine Commission of 1880, that the rate of 
interest should be reduced. It is a matter of financial calculation ; but 
we consider that a rate of 5 per cent, would be sufficient. The principle 
is already admitted, for in the rules of most provinces provision is made 
for loans at low rates of interest, or altogether free of interest, and in 
Madras and Bombay the ordinary rate for these loans is 5 per cent. 
But we think the time has come to introduce a general rule of greater 
liberality. 

319. Although the rules in this respect are generally liberal, 
something may also be done to stimulate improvements by a more 
careful adjustment of the payment of interest to the time when the 
profits begin to accrue, and by lengthening the period alIowed*for re¬ 
payment of the principal. We also think that permission should be 
given to Local Governments to substitute for recoveiy of the principal 
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the imposition of a permanent charge on the land irrigated 
from the well. 

320. In the course of a Resolution of the Bombay Government, 
dated 25th July 188f, justifying the policy of charging an increased 
revenue on land which possessed the advantage of sub-soil water, it 
was stated, that the cultivator would bo "stimulated to utilise the 
sub-soil water by this method of assessment.” The evidence that we 
have taken indicates that this hojie has not been realised. Indeed, 
this method of assessment has apparently created much dissatisfac¬ 
tion in Guzerat. It was pointed out that the incidence of a "water 
advantage” rate is unequal and unfair ; for, while the rich and large 
land-holders can construct wells and rccouj) themselves, the poor 
cultivator, with a small holding and without cajiital to construct a 
well, must pay the rate without hope of recoupment. It was said, 
moreover, that the holdings of c<iltivators even when they are not 
poor and unable to build wells, frequently consist of patches of land 
situated in many ‘fields’, widely scattered over the village, and that it 
could not possibly pay to constiuct a well for any one patch In 
these cases it is urged, that a "water advantage” rate is a mere addition 
to the assessment with no fair justification. These objections to a 
"water advantage” rate seem to us to be very weighty, and we are 
unable, in the face of the resulfs, to leconcile its existence with 
the liberal iiolicy of the Bombay Government m foregoing all 
additional assessments on account of wells constructed by private 
enterprise. 

321. The reclamation of waste land is of less imixirtance from 
the jnotectivc point of view than the extension of irrigation, but we 
consider that this also is a factor of protection. We recommend that 
in the case of reclamation, exemption should be granted for the term 
of the current settlement, or for the term of 15 years, whichever last 
expires ; and tkat in the succeeding settlement, or for the remainder 
of the succeeding settlement, assessment at half-rates should be 
allowed. 

322. Our recommendations api>ly with equal, if not greater, 
force, to improvements made directly by private capital. Such im¬ 
provements are apt to escape notice in the absence of a proper system 
of registration; and no effort should be spared to make the rules, for 
concessions to improvements made from private capital, and for their 
registration, widely known. 
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The Ajjricnlturists’ Loans Act (12 of 188 3) has been lo 
such extent more siieeessfni (ban the sister Act. Hut there is®one 
irroat obje(rtion to tlie present s^stinn—that the relief does *not reach 
the cultivators, who aie most in need of it. The conditions of secu¬ 
rity arc stiict, and the desire of subordinate officials to avoid all risk of 
loss in collection is stroiifr. The lesiilt is that these lc>ans in ordinary 
times reach only the riuue substantial and solvent cultivatois, who 
are the least in need of them. 'I’ht' cultivator who is striifsi^ling in 
deep waters cannot hope to profit by a hikaii advanee lie is in debt 
because he is poor; and his poverty pievcnts him from obtainiiifr 
the means of escape from debt We leco^rmHe that it is impossible 
to reach by loans of public money the lowest strata of airricultiiral 
society; some seem ity at least must be reipnred. But we are of 
o])inion that more may be done by a develojnnent of joint personal 
security. Oin* of the three ;freat objects of Act 1.2 of 188i was to 
" ]n'ovide for loans bmnyj made to villa;re oommnnities or other asso¬ 
ciated a;jricultniists,’^ and to the |)iineiplc of joint responsibility we 
look for a lar;re extension of these loans. W'e have already noted 
that this piiiicijile was apjihed with ;rieat success in the Central 
Provinces durin;r the recent famine, and it is not, we think, too much 
to hope that a system which was so far successful on one occasion 
may be frcnerally utilised to e.xtend the beneficent rang’C of these 
advances to deservino- hut poverty-stricken cultivators. Before this 
can be done, hovvev'er, there must be a revision of such existing rules, 
as lay stress on the need for the security of real property and the 
desirability of limiting the advances, that can he made, to those whose 
rights in their holdings can be brought to summary sale—an instance, 
surely, of the manner in which the object of the rules is lost sfght 
of in their application. It is scarcely necessary to remark that the 
reasons for reducing the rate of interest aie particularly cogent in the 
ease of loans under this .\ct. 

.■i2d. We believe that, if our reeommendation.s, on both those 
Acts are adopted, one step will have been taken towards the solution 
of a great problem. In the debate on Act 19 of 1 886 it was remarked 
that, “ the Northern India Tal'nii Act requires for its application 
in each case but little preliminary enquiry,” and the need for enquiry 
dcerca.ses as the system of records irnproVcs. Some help may jje 
obtained from non-official agency, and some of the stiffness an^ the 
slowness of the present machinery may be removed, Ilaixl and fast 
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rules limiting the discretion of Collectors, as to the classes to be re- 
liG\^d and as to the extent of the relief, are inconsistent with the 
policy that we advocate. It is a good rule, and has worked well in 
practice, to authorise Deputy Commissioners, and Assistant or Extra 
Assistant Commissioners, to distribute agricultural loans on tour after 
enquiry on the spot. We strongly recommend the adoption of this 
rule wherever it is not at present in force. It is peculiarly suited 
to advances on a joint bond, which it is also calculated generally to 
popularise. And it is to the principles of the joint bond and personal 
security that we look in the future for the greatest benefit from 
these loans. 



\_E3rtracts from the Report of the Indian. Irrigaticn Confmission, 79(35.] 

Part I, Chap. VI, Pages 59-70. 

LOANS TOR AGKICULTOIIAL IMPUOVi; MENTS. 

182 The tnkavi system .—Of all the methods by which Govern¬ 
ment is able to stimulate and assist private irrif^ational improvements, 
the most convenient and obvious is the system of .State advances to the 
cultivating and land-owning classes, known as fohavt. We propose, 
therefore, to consider briefly what use has beioi made of this s 5 'stem, 
and how far such use is capable of extension and the system capable 
of improvement. Tliis system has existed in India from time 
immemorial, and is now regulateil by special laws, namely, the Land 
Improvement Loans Act (L9 of 1888) and the Agriculturists’ Loans 
Act (12 of 1881) for the ivhole of India, and Ijy rules under these 
Acts, framed for each province by the Local Governments, and 
sanctioned by the Government of India Under the former Act 
money is advanced for specific purposes of land improvement, and 
under the latter, for seed, cattle, and other miscellaneous agricultural 
purposes. But the objects of the two Acts are closely connected, 
for it will often be the case that in order to make efficient use of his 
improvement the cultivator will find it necessary to provide himself 
with cattle and manure, well-gearing and the like, if not with seed. 

* * -a # 

184. It will be seen that in this period (i e. 10 years ending 
1900-1), 625 lakhs of ruj^ees have been advanced by Goverft- 

ment, 348 lakhs as agricultural loans, and 277 lakhs for the 

specific purpose of land improvement. Of this latter sum, 202 
lakhs are returned as having been advanced for wells and 

irrigation, including in these categories, tanks, wells, temporary dams, 
irrigation channels, and the like. The remaining 75 lakhs are 
returned as having been advanced for other purposes. But out of 
this sum a considerable amount has actually been expended on 
irrigation. Thus, 10 lakhs at least have been given in the Punjab 
for village water-courses in the Chenab and Jhelum colonies, and at 
least 30 lakhs have been allotted in Bombay for field embankments 
and similar works. Out of the total advanced under the Land* 

Improvement Loans Act, therefore, at least 242 lakhs, or about 
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si3«^i?evt‘utlis may hu taken as having been advaiiceil foe ii'iiyatioii 
piir])o.se&/' Out of the ainonnfs a<hance(l mider the Aoncultnrists’ 
Loans Act, substantial sums have been oiven in Sind (or canal clear¬ 
ance, and in all juxnmces for siub objects as the ])ro\ision of lilting 
o-ear for wells and otlier pnrposes closclj' connected noth imitation. 
Of (he larjifc sums jjjivcn out iliirin"’ the famines for cattle and seed, 
a very considerable proportion must have been leijuircd for the vv'orkino 
of wells, or the cultivation of lands under both wells and othi-r sources 
of irrif^ation, which lands, but for the aid alfoidcd, could not have 
been cultivated. It will be observed (hat considerably more than half 
of the total advances were j^iven in yeai-s of severe drouj^ht— oeiuually 
speakinOj the famine \e.ars lS!)()-t)7 and 1 S!>!)-1!'() I, when luiLfc 
concessions weio made, on account of the impoverished condition of 
the cultivators, to stimulate the construction of wells in the diout>ht- 
stneken areas, and to [uovide emploj nient on othei woiks of af>rieul- 
(iiral improvement, niostlv of direct or indirect iiiisational value, 
for many of the 'abouiin^' classes who would otlieivvise have come on 
to the State relief vvoiks. The amount of the loans m the lainine 
j'ear.s cannot therefore bo taken as aeiileiion of t he use w hicli has 
been, or can be, made of (he svstciu in ordinal v veavs. 'J'liiA indieiite, 
liovvev'er, what laroe sums eaii he dishiiised when ii ki'cn demand has 
been evciteil bj nroeiit necessity, and when the eneiyios of a laioe 
staff of oftieeis arc concentrated upon mee(m <4 that di'iiiand 

18.J. It will bo instructive to analyse I'mthcr tlie tioines of ad¬ 
vances for land improvement in oidinaiv vears. 'fhe first noteworthv 
point IS that, out of the 112 lakli.s advancod, ^fadivis has yiven .iCA and 
Lombay nearly 66, or between (hem, l.ikhs. d'he Punjab comes 

next with little more than If) lakhs, while Ifen^al, the (.tmicd 
Provinces, and Central Provinces, ^iveonly 1 .v lakhs betwI'cn them. 
Berar and Ajmer-INIerwara c.ave each (vv u-o as niucli as the Central 
Provinces. On the otlier hand, vuit of the 111( 1 ikhs advaiieed as 
ac-ricultui'al loans, no less than 78 were o-iv'cn in the Punjah, I'lntod 
Provdnees, and Central Provincc.s. 

186. Now, the diversity of conditions in the v'arious provinces is 
biicli that it would, of course, be unrea.sonablc to expect an eipially full 
Use of the tukav! system in every one of them. But we arc strongly of 
opiviion that this diversity does not sufficiently account for the much 
greater freedom with which the advances are given for land improve¬ 
ment in the two Southern Presidencies, and for other agricultural 
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l)iupobes in tlie I'linjab, Uintcnl I’rovinoes, and Cential Piovinces, 
than in other partw of India. e arc lar iiuleed fron^ bayin<^ that 
even in Honib.iy and iVIadius the amounts advancwl for land improve¬ 
ment have been as lar<>'e as they inif^bt have been if* tlie (loA'crnments 
and their offiiials on the one liand, and the peo]ile on the other, 
had been fully alive to their opportunities It is worth noting that 
in Bombay, during the normal years lS9.‘5-94-, 189J-95 and 189.'3-90, 
out of 18 lahhs advanced, 12 Avere given in three districts of 
llelganm, Dharwar, and Bijapni, ot the Smithein Division, where 
vigorous incasuies had been (iist starteil on the initiative of an 
individual officer who for a senes of s eais ailministercd the collec- 
torates of Dhanvar and Helganm. iSimilaily, in the Madras Frc- 
sidency oitt of ;i() lakdis advanced in the years J891-92 and 1S92-93 
1.1 were taken up 111 the single disliiet of (loiinbatorc The vears 
wi re deficient in rainfall, but Coimbatore was b\ no means the most 
severely affeeti'd district, and the large amount of Maken w^as 

largely duo to the CNortions of the Collector of the time. It is not 
perhaps too miich to say that, the liistory of the fluctuations in the 
amounts of laLiti taken u]) in any province, is the history of 
the interest taken in the matter Iw nuluidiial officers, who were quick 
to apjireheiid the kind of improMsiients which the agriculture of 
their districts required, mid the value of htluii advances as a stimulus 
to the e\ccutioii of such inqirovemeiits as weie most suitable to the 
locality and its needs. Thus the advances in the Bombay districts 
mentioned were spent ohielly upon the levelling, terracing, and 
embanking of lields, while in tlie Coimbatore district of Mailras 
they were spent chieHy on wells. And there can bo little doubt that, 
if all Collectors in ]\Iadias anil Bombay' had taken the same Interest 
ill their i work as (he heails of the ilistricts nicntioiicd, still 

larger sums would have been advanced throughout the two Pre¬ 
sidencies than have yet been giv'cii in ordinary years. But if this 
is the ease in Southern India, far more is it so mi the Northern 
Provinces, wdierc so little lakuii has been granteil up to the present 
for land improvement, except in famine yeai-s. In this view wo are 
supported by the local members who have been associated with our 
Commission. Thus Mu. A^TLsoN thinks the Punjab Government 
might distribute ten lakhs per aiiiuim a<^aiiist the one lakh which it 
has hitherto given for wells. Mu. Cii.vddock W'ould have a/t expen¬ 
diture of four lakhs in the Centml Provinces as against a fourth of 
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a lakh; and Mr. Ai.len, of Bengal, without stating any specific sum, 
considers that^tho advances might be very largely increased in that 
province. • 

187. Adva)ice» by the Ojiiuni Dej) irtment. —A strong proof, if proof 
be required, that much more can be done in ordinary times 
by means of State advances than many are inclined to sujqiose, is to 
be found in the ojieiations of the Ojiiiim Department, which every 
year advances very large sums to cultivators of poppy, on condition 
that certain areas are jiut under that crop, and, in addition, a certain 
amount for wells, which, however, are used for other crojis as well as 
for popfiy. Wo do not suggest that it would bo possible for 
Collectors to advance on the same .scale. But the work of the Opium 
Department shows that there is no insuperable difficulty, or reluctance 
on the part of the cultivator, to prevent him from taking State 
advances from (fovernmcnt for agricultural jiurposes, when the 
advantages to be gamed have been properly impresseel upon him. 

188. Sfiinu/ah'ny wenvx required —Although, then, there are 
defects in the takavi system to which wo shall advert below, and 
improvements to bo made, yet the first and perhaps the princi 2 )al 
measure required is to quicken the interest of all classes of revenue 
officers in takavi woik, to place liberal allotments at their disposal, and 
to inquire strictly into the causes of failure to spend up to them. 

189. Hate of inteient. —Wo have inquired carefully into the extent 
to u'hich the free use of takavi is hindered by defects in the law, rules, 
and administration. In the first place, we have no hesitation in 
saying that the rale of interest charged is not in itself excessive. 
That rate is fij per cent, (one anna in the rupee) for all classes of 
imjjrovements, c.\ce 2 )t in Madras and Bombay where the charge now 
is only 5 i^er cent. These rates are so far below the market rate of 
interest that the iieojile regard them as extremely liberal. Some 
witnesses have rocommeiided lower rates with a view of jio^Jularising 
the system; but vio one has been found to assert that the exi.sting 
rates were too high. The O^iium Dejmrtment, however, make all 
their advances, including those for wells, without interest. It would 
also appear, from calculations made by Mr. Wilson and Colonel 
Grey, that the Punjab Government, with interest at 6i per cent., 
gains substantially by the present system. The Imperial Government 
which advances money for these loans to the Provincial Government 
at 1 iier cent., while itself able to borrow at little over 3i, also 
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presumably gains ajjpreeiably. We think that these loans ought,not to 
be made a source of profit to the State, and (hat the interest on them 
should be reduced to a point sufficient merely to cover the risks taken. 
At present the amounts found to bo irrecoveiable ate inappreciable j 
and the charge for risk might, therefore, he correspomlingly small 
while the security remains as good as at present. We have made 
recommendations which may slightly increase the risk; but, even if 
they are accepted, we would suggest that the rate of interest may, 
with advantage, be reduced to 5 per cent, in all provinces. We think 
that such a reduction will be likely to strike the popular imagination 
as an act of great liberality, and may increase the attractiveness of 
takavi loans in far greater proportion than might be antici 2 )ated from 
the small diminution which would result in the actual j^a^ywients by 
each individual cultivator. 

190. The remarks in the preceding jiaragraph refer generally to 
takavi advances in all parts of the country. We have, however, also, 
carefully considered whether in jireearious tracts where it is desired to 
give a special stimulus to irrigation, it would be desirable to reduce the 
general rate of interest, or grant loans free of interest. On the whole, 
we are of opinion that, it would be preferable to make free grants-in- 
aid, as proj^osed below, charging full interest on the remaining part of 
the sum required, which will bo treated as an ordinary takavi advance. 
This plan has numerous advantages. The financial arrangements will 
be sounder and simpler. The free grants will be chargeable to some 
final head of expenditure, such as ‘minor works, agricultural’. It will 
be easy also to work a system of free grants with considerable 
elasticity. Thus the grants might vary from nil, by tenths toj say, 
five-tenths ; or, by sixteenths, to eight annas in the rupee, of the total 
sum required. 

191. Rigidity of collection .— There is no cause of the alleged un¬ 
popularity of the takavi system which has been more frequently tesfJfied 
to than the rigidity of the system of collection. It is pointed out that 
the money-lender gives time readily to the client with tolerable credit. 
Government rarely or never gives time. There can be hardly any 
doubt that this does constitute an objection in the mind of the culti¬ 
vator to become a debtor to Government, provided that he can get the 
money on sufficiently easy terms elsewhere. It is not that he Las 
merely to pay the interest. This would probably be no greater bufden 
to him than an addition to bis land revenue assessment, which he pays 
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with remai’k'iblo punctuality. But he lias also to pay an instalment of 
principal whiph, if his crops are poor, may bo a considoi-ablo bunion. 
The Collector or head of the district ha.s authontv', under the rules in 
all provinces, to suspend payment on the oocuiTcnco of failure of ci’ojis 
or other o'ccoptional calamity. Subject, however, to a report to higher 
authority. Hut this power of suspension is not verv frequently e.\er- 
cised, except in years of veiy ^eueial f.iiiure of crops , and when it is, 
the result is rnetely to post|)onc payment of the instalment for a single 
season, with the result that in the ensuing year the cultivator has to 
pay double the usual amount, d'lic increased payment must often be 
raised with ditHeulty, and it is probable that under the eircumstanei's, 
cultivators would seldom care to apply for suspension of /iiAiiti I'.ay- 
ments. Wo are of opinion that, suspension should ho "'iven without 
hesitation whenever, from caiiNCs beyond the control of the borroiver, 
his crops fail to such an extent as to vendin' the jiayincnt of the year’.s 
inst'ilmeiit unduly' burdensome to him ; that whenever suspensions of 
rovemie are s'ranted, they .should earri'^ with them automatically suspen¬ 
sions of the instalment which mav be duo the same year ; that 

the ofllcer who has authority' to i^miit the loan should also have 
authority to ijraiit the suspensions ; and that the susjjei'drd m.stalineiit 
should not bo made [layable in the ensumii; year with the in-talmeiit 
of that year, but that the effect of saspensioii should be to postpone 
by one year tlie payment of all remaniinif instalments due on the loan. 
It seems also unnecessary for the head of the di.stiict to rejiort each 
case of susfieiision, a.s it oecuns, to .superior authority, (ireatcr leniency 
in the matter of recovery cannot well be exercised by (Government, 
whicl^ in these matters is unable to place itself in the same position 
as a jiriv'ate creditor. 

lOd. Period of repo ij me ill . —There is, however, a measure which 
would undoubtedly •'o far to mitip^ate the hardship of rif'id recovery, and 
thatls the lengthenins' of the jieriods of rejiayment. In several jilacos 
these periods have been criticised as too short. But opinion is not 
unanimous on the point, many wit nessscs coiisidei'in^ tlial, the people are 
perfectly satisfied with the periods allowcil. It is remarkable what a 
reluctance there appears to be to work up to the full period of thirty- 
five years allowed by law, Jilxeept in Madras, where the period for 
wefls.is fixed at thirty years, in no jirovince may' the Collector fix a 
peribd longer than twenty y'cai-s, while in Bengal his discretion is 
limited to ten, and in the Central Provinces and United Provinces, to 
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fifteen years. In 1lie I'nn’ali, fl'( f-vh of a ] eiTCil lorjjfer than t\^enty 
years actually requires 11.e sanction of the CSoccrnmcnt of India, which, 
it is observed, will only be Planted under very spceiirl eircumstances, 
and the injunction is y-iven that ad\anoes must be repaid in as short a 
period as is consistent with the object for which thew' are made. This 
order indicates the sjiiiit in which the law and rules have been worked, 
and the effect has been that loans aie seldom 'granted even for the full 
period for which the Collector has discretion. Short j oriods of re- 
pay^ment are considered to facilitate recovery, and are alleged to be in 
the true financi.al interest of the horrowei. Jliit neither of these 
considerations i.s mentioned or alluded to in the law, which prescribes 
that, ill consideriiipf the periods for ]oan.«, regard slionld be had, (a) to 
the durability of the works, and (i) to the e.\])edi( ney of their cost 
boiuf*' paid by the o'cnciaf ion of peiT-oiis ini in ed lately bcnefifiii" by 

them. [Section 6 (:i). Act 19 of 1883]. In our opinion the 
borrower may be loft to judf>c what his own tiiiancial interests and 
those of hi.s siiccessois ai'o in tlii.s matter, and it seems to us hardly 
neces.sary for tlio Ijef>TsIature to direct that aitention slionld be fsiveu 
to coirsideration (//). Up to the jirosciit, the periods sanctioned have 
generally been so sliort that it can laiely liave been brought into 
account at all j and if, in the future, longer jicnods are allowed, it will 
bo many years before the enthusiasm of the cultivating and land- 
ow'iiing classes for agricultuial imjnovement is laised to snch a pitch 
as to pass tlie bounds of piudence, and so endanger the ]iroRperity of 
succeeding generations. On the coiitraiy, we apiirehend that, by the 
encouragement of such investment, jiosteiity are likely on the whole to 
reap substantial hcnetits. Thcie is, also, no a]iparent reason why, wjien 
desiring a loan for an agrieultnral improvement, the borrower should 
be fettered by considerations, which are never allowed to stand in the 
w'ay of the far more extensive borrowiiig.s w hieh arc made for purposes 
of uiiremunerative and extravagant expenditure. Generally speaking, 

then, the sole eoirsideration in determining the period of rciiaymcnt 
should be the durability, or what we may term the ‘life’ of the work ; 
the full period so determined slionld bo offered to the borrow'cr ; and 
no pressure ^vhatever should be placed upon him with the object of 
inducing him to choose a sliortcr period. 

19f'5. Now there are some works, c. g., soundly constructed w^llS 
in various parts of the country such as the Bombay Deccan, which, if 
projierly maintained, will last practically for ever. In such cases 
10 
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these would be no objection, according to the principles stated above, 
to the Rccaptance of a perpetual ebatge equivalent to the interest on 
the capital advanced, instead of an instalment sufficient to extinguish 
the debt withitf a term of years. This proposal deserves examination. 
In some Native States money is frequently advanced for well cons¬ 
truction in return for an additional assessment upon the land bene¬ 
fited. But in the Northern Provinces of British India, where the 
period of the exemption of improvements from taxation is not per¬ 
petual, this practice could not be worked at all ; and in Southern 
India it might be looked on, though erroneously, as infringing the 
principle of such exemption. Many good authorities doubt whether 
the ryot would like the perpetual charge. This is a matter of opinion 
which cannot bo settled until the feeling of the peoide has been 
tested. But we are ourselves somewhat reluctant to suggest perma¬ 
nent indebtedness as a possibility. There is an undoubted stimulus 
to thrift, and advantage to the borrow'cr, in arrangements enabling 
him to extinguish his debt within a rca lonable period ; and, if the 
period of repayment be made long enough, the excess of the annual 
payments over the perpetual charge will not be largo enough to deter 
Xieople from Iiorrowing. Tims, supjiosing the period whicli might be 
allowed for wells in the Bombay Deccan, where, if properly made and 
maintained, they are virtually indestructible, to be fifty jiars, then 
at 5 jier cent, interest, a payment of R,s. 5-8 would extinguish ivithin 
that iieriod a debt of Rs. 100, whereas the ])eipetual charge would 
be Rs. 5, or only 8 annas less jicr annum. No reasonable man would 
prefer the perpetual charge for the sake of saving the eight annas. 
Oij the other hand, as the figuies given below show, the pciqictual 
charge would be a far ea.sicr annual burden tlian the instalment 
required to discharge the short-term loans now given, in ivhieh tho 
period extends to but seven or ten years, or even a loan for as long as 
twenty or thirty years. 


Sum required to discharge a loan of Jis, 100 at 5 per centi 


in 7 years 


20 

30 

» 60 


perpetuity 


Rs. 
17-3 
13 0 
80 
6-6 
6-6 
60 
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194. This policy of offerinjj lonj' periods of repayment shoul^ be 
followed in all parts of India. For there is no part in ^^(hich there 
is not great room for the extension of agricultuml imjirovement, 
or, in which the State ought not to encourage such Extension to the 
utmost of its power. But m tracts secure from famine or severe 
scarcity, the State will not be jnstific<l in running extraordinary 
risks, and in such cases a strict estimate should be made of the life 
and durability of the improvement. Following these principles then, 
we recommend, either that no maximum period should be i>rescribed 
by the law, or that the maximum for the whole of India should 
be far longer than the existing maximum of thirty-five years. In 
view of the considerations stated Ixdow, fifty years would seem to be 
a suitable term. Within the provinces. Local Governments might 
be empowered to prescribe in the rules maximum periods for different 
tracts and districts, and for different classes of works, having regard 
to the durability of the work for which the loan is granted. As the 
rules rocpiire the sanction of the Governor General in Council, it will 
be easy for the Government of India to check any tendency, if it 
arises, to allow excessively long, or unduly short, maximum jieriods. 
The officer empowered to grant loans should, in every ease, have full 
power to fix the period within the maximum, if any, without prior 
reference to superior authority. 

195. Pennanent charge for interest .—There is another alternative 
which has much to recommend it. Working as before on the basis of a 6 
per cent, rate of interest, the borrower, if he would build a thoroughly 
durable well, might be charged Bs. 5-8 per cent., to be paid so long 
as the well endures, without any demand for repayment of cajJital, 
although ho might repay at any moment any portion he wished, 
thereby reducing the interest proportionately. This would be identi¬ 
cal with the former proposal if the well endured for fifty years and no 
longer. It would be to the interest of the borrower to make 
the work last as long as possible, but if it failed within 50 years there 
would be a loss to Government. On the other hand, if the work 
lasted more than 50 years. Government would gain, as it would 
receive something more than the normal rate of interest. We think 
therefore that an arrangement of this description should be offered 
as an alternative to a loan for a long but definite term, in all preca¬ 
rious tracts where special stimulus is required. If the tyot does 
not like the arrangement, it can be dropped. 
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196. We cannot sj(V'_u-lii(“li of thebe |)ro 2 )Owi]b would be regarded 

with greater favour by the borroword, but theiv ^^■ould bo no loss to 
Governmoiit under either j althougli, from the ^loint of ^ lew of tlie 
cultivator, tlieiA) woulil a 2 )[)ear to be a relinijuibliment of all claim 
to the 2 irincipal, notwithstanding a very moderate charge as interest, 
which in the cise of the latter projjosal would also be relimiuished 
as soon as the fiiluro of the well rendered the pa\ment burdensome. 
These terms would very ju'obably aj^iear to be far mine liberal and 
attractive to the ryot than to the .ytuaiy. And, in dealing with 

the people of this country, what may be c.illed sentimental considera¬ 

tions of this sort, aic of gicat ini^ioi lance. 

197. D<;'injs m. il/st , thnthni, nn ! luiftion of midci liitj't .— -.According 

to the ovidcaco which we have taiceii, one of the greatest obstacles 
to the cvtcasum of laLai > adva.ices consists m the endless delay 
and trouble which seem inseparable from oliici.il iiroceilurc—the 
visits to hca'l qiiiru-r.s, the olli u.il ihs^ioction, and also the substantial 
2 )ortion of the advance wliu-li is aj)t to stich to the h.iiids through 
which lb T’heic evils seem to bo universally iecogm/.ed and 

admitted, and we li ive no ilesiie to mmimi/.e them. But wo have 
some doubt as t > t.iu Cvteut to winch they liivi eifeclively lessened 
the demand for ! The ji.Mineiils to underlings seem most 

nriFortiinitely to be cheeifully aciuiescel in by the ])eo|)]e, am' piTU" 

bably do not ovceed the discounts and commissions which any 
client will have to surrender to lu.s nK>iie_)-lender in the course 
of his haggling with linn. The Ium l-quarters of t.ie disti'ict or 
sub-division aie often not fait lei avvav than the shop of the 
money-lender witli whom the iwot lian-acls business. We are 
unable to sugge.st any general remeciios But there seems to be no 
reason wliy journeys to liead-ijuai tens siiould not be shortened or 
saved, by giving jiowers geneially to .siib-divisional otKeers, and even 
to tchsildars^ as in IMadras and Bombay, to grant advances within 
certain limits, instead of retaining the whole i^iw^er in the hands of 
the Collector, as seems to be done in oliier jirovunccs. ft has also been 
stated again and again befoie rs that, if an ollicer of standing were to 
go into campi with money in ins hand, receive aiiplicatioiis, inspect 
sites, settle terms and jjiake advances on the spiot, many of the 
clifliculties vvoiild be removed. 'I'lns was the pjrocedure perfoiise 
adojited in time of famine, when there was no other way of getting 
the largo allotments promptly disbursed. Similar methods are 
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pursued by the Opium Depai-tmeut iii tlio distribution of their 
advances. We recommend that the experiment be tried in districts 
in which it may be determined to make large a^lvances in future. 
There are few provinces in which it would not be possible to select 
tracts in which very considerable sums might be distributed in this 
way with the certainty of great benelit to the people and the 
Government. 

198. Inij^uirici roganhtiy seemt/g .—One of tiie chief leasoiis for 
delay in the disjiosal of applications for takao' has been found in some 
provinces to arise from the length and tomphcation of impiuies into 
the suincienoy of the security otrei'i d In most cases the security 
taken is the land to be benefit>'d Its value is easy to ascertain 
sufficiently well for [iraetical [uirposo. The priiicij al object of the 
iiujinrics is generally, theiel'oie, the extent to which the land has been 
previously eiicumbered. Now, it was probably flie intention of the 
fi'amers of section 7 (I) (c) ot the Land improvement Loans ^Vet 
that, the land benolited should bo stleable for recovery of tnkavi 
arrears, just as it would he for recovery of arrears of land revenue, 
free of all oiicumbninccs. Jliit doubts have arisen .as to the exact legal 
effect of this provision. These doubts should, in onr opinion, bo set 
at rest under competent legal advice, or, if need be, by one or two test 
cases; and then, if necessary, the Jaw should bo amended so as to give 
effect, beyond any possible question, to what appears to have been the 
original intention of the Legislature. Once the land is made saleable 
free of all encumbrances, elaboiatc inquiries into their existence will 
be no longer necessary. Tlic just rights of prior encumbrancers seem 
to be sufficiently guarvled by section o of the Act, which provides that 
officers may, if they think it expedient, publish a notice calling for 
objections to the grant of the loan, and must consider objections 
submitted, and make written orders admitiing or overruling them. 
This provision could, if thought necessary, be fortified by making 
public notice compulsory. 

199. The other remedy against prolonged inquiry into the matter 
of encumbrances is to prescribe, if necessary by law, that wherever a 
record-of-rights has been prejiared, objections submitted by prior 
encumbrancers will be recognized only if the encumbrance has been 
previously entered in the record. Tins will enable the injuring 
officer, by mere inspection of tlie recoixi, to ascertain all "prior 
encumbrances of which he need take account. The existence of 



78 


GRANT OP LOANS AND ADVANCES TO AOIMCULTUBISTS. 


prior encumbrances, however, should not necessarily bar the grant of 
the loan. The value of llie land as security to the encumbrancers 
will generally increase by the improvement. The encumbrancer may 
foreclose and get the benefit of it. But its value for protective 
purjxises will remain, and the security of Government in the land 
for purposes of recovering the advance will not be imjiaired. 


!i00. Traiinfer of occupancy nglds .—There seems to be little doubt 
that in zamindari provinces the fact that the occupier of the soil is 
generally a tenant without rights of transfer in his holding, throws 
considerable dilliculty in the way of advancing him money for 
improvements. Tor the best anti most obvious security for the 
advance, namely, the land benefited is not available unless the 
land-owner can bo induced to stand in ; and tins he can seldom be 
prevailed upon to do. In the Central Brovioccs an attempt has been 
made to overcome the ditficulty by making tenants’ holding sale- 

„ . able for the recovery of Government loans. 

Tonaiioy Act, soc- 

tiona (3) and 70 Wo think the advisability of making similar 
provision m other [irovinccs should bo considered; 
although most officers seem opposed to such a measure, mainly from 
fear, first of its leading to the acquirement by the occupancy tenant, 
to his ultimate rum, of full rights of transfer, and secondly of the 
extreme opposition of the land-owners. But opposition might be 
conciliated by giving the landowuei's rights of pre-emption ; and as 
regards the risk to the tenants from an undue extension of the right 
of transfer, it may be observetl that where the land-owneis have 
considerable estates, as in many parts of the United Provinces and 
Bengali, the greater number of wells and other small improvements 
are made by the tenants; and the imiiortance of providing the 
tenantry with the best t^ssible security for advances seems sufficient 
to justify the running of a risk, which, after all, can be avoided 
by firmness and foresight on the part of the administration. W'e 
understand also that, as a matter of fact, transfers are even now often 
effected by tenants in the form of sub-leases. It may, therefore, be 
that transferable rights for takavi jiurposes will not add much to 
existing evils, if evils there be. If the sub-leases be valid and legal 
security for private advances, takavi might also be advanced on the 
stre.i^h of some similar form of conveyance to a Government officer. 

iWli. Joint secnritg. —-There is, however, a way of making ad¬ 
vances to tenants, otherwise than on the security of their land, which 



GRANT OF LOANS AND ADVANCES TO AGBIOCLTTIRISTS. 


79 


deserves mention : namely, the taking of joint security from several 
tenants. In Nortliern India the areas irrigated by weljs are often 
BO large that several holders may be interested yi the same well. 
Indeed it seems to be a general practice in parts of the United 
Provinces for all the neighlwnre to use a well which commands their 
lands, by whomsoever it be made, after the wants of the owner are 
satisfied. Notwithstanding the frcipient difficulty of inducing 
people to co-operate, it seems not irnptobablo that in order to secure 
this user as of right, instead of merely by permission as at present, 
there would be no insuperable difficulty in inducing neighbouring 
tenants to stand joint security for one another. It may be observed 
that the Opium Department generally advances for wells on this 
system. 

!Z02. Advances on personal security. —But even if this measure fails, 
we think that the experiment ought to be freely tried, of advancing 
to tenants of solidity and character, upon their individual personal 
security alone. Their crops and personal property will often suffice 
to cover any but a very largo loan j and the general integrity of 
takavi borrowers, as amply evidenced by Ihe insignificant amount of 
irrecoverable loans, is an asset which should by no means be 
overlooked. 

203. Simplification of accounts. —We regard simplicity in accounts 
and procedure as of the greatest importance, with the object of saving as 
much trouble as possible to the subordinate revenue officials, who have 
it in their power to discourage ajiplications for takavi. From this 
point of view we think the separate account of principal and interest 
a mistake. With an instalment of fi.xcd amount, and with penal or 
com 2 iound interest exacted in only very exceidional ease.s, nothing 
more than the simplest record of repayments will be necessary. 

204. It has been suggested to us that, when land revenue is re¬ 
covered by rates upon the area cultivated or matured in each harvest, a 
takavi advance might be recovered by a percentage surcharged on the 
amount of land revenue, so that the recovery would be automati¬ 
cally adapted to the means of repayment. The idea seems to us 
admirable. Under this system, however, annual payments will vary 
considerably from year to year. It will accordingly be difficult to 
settle how much of each such payment should be credited to prinqjpal 
and how much to interest, and, generally, to determine exactl/ ^how 
the account stands, and to enable the borrower to keep a satisfactory] 
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cheek cn his uf fl> lr(J’.t^. To n^fft <h]s nhjfeh'en, arel 1o Ki'mpUfy 
calculations ard accounts, we would wake a ccnij'csifion am'IIi the 
lcii<A\(i- tor adchiide n m, c'hi< li would 1 e dctenuircd on teirns to 
he fixed for each tiaet. We would fay to him, for instanee-—“You 
haA e hoiroAN (d lu] ccs .“'00. If _\ ou ie]'ay it by tlxid inftalinents in 
twenty ^eais, a ou AAdl haAe to j^ay lupces 2t a A car, or luj'ccs 480 
in all. We Avdl takofomauA arras in the n>]'ce on a our lard leA’enue 
till _AOu liaA’e jiaid lujices 480, rot ehai«ir<r moie if the tAAcnty years 
are exceeded, or Icfs if the inriiey is lecoA'cicd frercr.” d he result 
AAill be that over a senes of ^ood yeais, aaIicu the levcrue j a^ments 
and fuichaines A\ould be ielati\ely hif;!), the (ioa eirnient aa ould be 
repaid sooner and leceiAC a letter late of inteiest on the money lent, 
AA’liile over a senes of bael Aoars the jieriod of iepa_Ament Avould be 
loiifser and the inteiest loAAer. If the teims of composition are 

judiciously fixed, fJovernment aaiII in the end lose rothinpf on an 
aveiaoe of liansaetions, and the indiAidual borroAAcr Avill benefit by 
the adajitation of the lean iceoA’criis to Ins tfuefuatiiif; resources. 

SO."). Kslahlit'hnii —If l(il,<ni acharccs ir.ciciise at all upon the 
scale wInch A\e should hopear.d amsIi to see, thcic is certain to be a need 
for increases of establishments, at any late in particular tiacts. AAbero 
there is laicje f( 0 ],c for the AAOik. A ftieat deal can be done by 
triflin'^ me leases of the suboidinate establishments, such as Aiere Ion" 
a^o made in the thice ('ainatic distiict.s of the Eembi>_> Piesideney 
* * * * Hut it IS not unlikely that in other 

places more may be needed than this, ami special i fliceis Avith suit- 
alile establishments inaA liaA e to be piovidcd, iither to deal Ai ith 
fakaij AAOik or to ic]4ace ] eimarent district eflicials appointed to 

deal AAith it It is of the fust imj oitai ce tb.at the cfliceis dealirp 

AAith ap])lications should knoAV the localitA and the ]'C02)le. It has 
been su<>;<;'estcd that the entiustir" of the distribution of tnlait to a 
siiecial officer Avho aaouKI not be resjionsible for its collection might 
prove to be dangerous. We do not attach great aa eight to this apjire- 
hensiou. Subordinate oflicials are only too jironc to the belief that 
their re^'iitation dejiends aboAe all things ujion the jiromjitness and 
comjileteness Avith Avhich they collect (lovernment dues of all kinebs j 
and transfers are so fi-eipieiit that undei the existing system, where 
alWhe takavi is AA'orked by the district officials, the distribution of the 
ad\’anccs, and the collection of clues Avhich are paid in instalments 
spread over seAeral years," must frequently be done by different 
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officers. In districts in which agricultural banks may be succeSfully 
established, it may be possible to utilize their agency in The distribu¬ 
tion of lakavi, or even to make advances to the banks on their own 
security for the purpose of agricultui-al inprovements. 

206. Proceilure in time of fam me .—Our observations have, so far, 
been confined to the administi-ation of the taknvi system in ordinary 
times. In times of famine, large departures will, of course, have to 
be made from the ordinary rules. It is unnecessary here to say 
more than that, we entirely approve the system followed in recent 
famines, from 1890-07 onwards, in accordance with which very 
large sums were advanced for jirivato irrigational improvements, and 
extraoi-dinary concessions were made. There can be no doubt that, 
in addition to the actual help derived from the advances, a valu¬ 
able stimulus was given to the execution of improvements out of un¬ 
aided or only partially aideil private i-esources. The only jioint on 
which we have to offer advice is that, the greatest care should be 
taken in famine times to have the advances given out early. The 
authorities should begin offering the advances some time before it 
has become certain that the impending scarcity will develop into 
famine. For each district a sum basetl upon exiierience of require¬ 
ments in previous famines should be fixed beforehand; and authority 
to disburse up to that sum should be given to heads of districts by 
the Local Governments as soon as they arc satisfied that the emer¬ 
gency has arisen which would justify such a measure. The grant 
of such authorization would bo reported at once to the Supreme 
Government as a warning of the financial 2 >rovision likely to be 
required. In this way the delays incurred, at an important Crisis, 
in the preparation of detailed estimates requiring a number of reports 
from the local officials, would be avoiderl. But these estimates could, 
of course, be prepared subsequently at comparative leisure. Small 
and temporary irrigation works are those which are lifeeJy to be most 
useful on the occurrence of famine, and all jiermanent allotments 
should be at once diverted to these, so far as is possible within the 
district. 

207. Special concessions in famine tracts .—We have discussed 
above the methods by which the takavi system may be utilizetl for the 
development of private irrigation works. But we are convinee<l 'that, 
if progress is to be made at the full rate attainable with benefit to the 
country, still greater concessions will have to be made in tracts 

H 
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exposed to famine. These concessions should generally take the simple 
form of fr^o fjrants of money, which may be fixed at a maximum of 
one-half the total amount rccpiired, up to .a limit of, say, rupiecs 500. 
The localities in which these "rants would be justifiable may be 
characterised broadly as those ti-aets which have suffered severely in 
any "reat famine, such as those of 187(;-77, 18t)ti-t)7, and 1809-1900, 
and have not since obtained, by iiri"ation or otheiwise, protection 
sufficient to f>uarantce them against the lecurrence of similar calami¬ 
ties. * * * * There may 

often be in such tracts better financial justification for the fjrant for 
wells than for a canal dependin" upon stoi-a^e. Wo do not, hoivover, 
contemiilate the bestowal of free "rants in every case even in sucb 
a tract, but only wlicn the concession is justified by the poverty of 
the applicant, or where the margin of profit from urination is so 
close that the concession will make the difference between profit and 
loss to the irri"ator. The jiroportion of the free "rant to the total 
sum recpiired should, we think, vary with the circumstances both 
of the tract and of the "ranlee; and as the de\elopment of irri"ation 
in any tract pro"resses it will be reasonable to reduce that proportion 
"ra<lually to v/f. Wo do not desire that takiii" of f(d<(vi should be 
a necessary condition of receiviii" a free giant. Such grants should 
be allowed to cultivators who are, although poor, thrifty enough to 
jirovide the remainder from their own resources. 

208. Some witnesses have proposetl that in jirecarious tracts a 
bounty shouUl be given on every well. The plan has the merit of 
simiilicity. But, provided that no inoiilinafe difficulties are found in 
determining the resources of the grantee, it may be doubted whether the 
jilan ivould be so successful in getting the maximum number of wells 
constructed as that ii’hich we recommend. Our proposal restricts 
grants to people of slender resources, and so encourages more peo 2 ile 
of this class to^construct wells with the aid of funds which under the 
alternative scheme ivould go to jieople of amide means, some of 
whom would make wells without Government aid. Other concessions, 
such as postiionement of comencement of reirayment until the work 
begins to be remunerative, partial remission of the sums advanced in 
case of failure of the work, axemiition of imiirovements from enhance- 
me*n^ and so forth, are discussed in the chajiter on private imiirove- 
merfts. For reasons assigned in paragraiih 190, we deprecate advan¬ 
ces of money free of interest, or at abnormally low rates. 
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209. Dif/jnrsi‘m<‘iil of loan, ami ia’^pcttlon of ivorl'. —In oi'der to 
secure that loans and jfrants arc expended upon tlio objects for which 
they are granted, it will be necessary to observe carefully the precautions 
which we believe are already enjoined in all provinces, namely, the 
inspection of the works and the disbursement of the money allotted in 
instalments, the second instalments not being granted until the local 
authority is satisfied that work to the value of the first has been execu¬ 
ted. Where advances are large, it will be necessary to have a special 
agency for inspection; elsewhere probably the work can be done by the 
ordinary establishments with such additional strength as may be 
required for the distribution of advances on the larger scale now 
contemplated. It is possible that the inspections may be turned by 
subordinates into an occasion for black-mailing. But we do not see 
how they can be dispensed with. The subordinates’ inspections should 
be checked as far as possible by superior officers, who should regard 
this duty as one of the most important items of village inspection 
work. Caro should be taken that the advance or giant will fully cover 
so much of the total outlay ro(p*ired to construct the work as the 
borrower is unable to provide from his own resources. Insufficient 
allotments merely lead to waste and tempt the borrower to misapply 
the money received. 

210. Forecasl o/ unlfai/ in each pruxunce. —In order to give some 

rough idea of the sums which may have to be during the 

first few years until repayments of lakavi bagin to flow in, we 
hazard the following forecast of the amounts likely to be required 
annually in each juovince ;— 


Pkovince, 

Total 

Free gi'aut. 

Tnkavi. 


Lakhs. 

Lakhs. 

Lakhs. 

Madras .. . 

20 

5 

15 

Bombay . . 

15 

5 

10 

United Provinces ... 

10 

2 

8 

Punjab . .... 

10 

1 

9 

Bengal. . 

9 

1 

8 

Central ProvmcoH . 

6 

2 

4 

other Administrations . 

3 • 

1 

4 

• 

Total . . 

75 

1 17 

68 • 
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The amounts at present allotted to these provinces for fakavi alone 
average lUi lakhs in ordinary years. What we virtually recommend, 
therefore, is that Government should treble the existing fakavi grants, 
and make an allo'cmont of 17 lakhs for free grants-in-aid of works 
of private improvement, under some definite head of expenditure, 
say, ‘minor works,—-agricultural.’ 

‘^11. We have very little on which to base this forecast, except 
conjecture and the opinions of well qualified otlicers. The exact allot¬ 
ments will have to be settled with Tjoeal Governments and Administra- 
tions. lint even this expeiulituro will effect very little. Thus, 
calculating the c\peiiditnro required to protect an acre of land by 
means of the v.viious private woiks at Its. 100 in Madras and 
Bombay, and Its. 50 elsewhere, we find that 75 lakhs would give 
protection to about one hundred thousand acres per annum. In 
twenty years, Ihoiefo.c, the protected area would have been 
increased by two million acres. A considerable portion of this, 
however, would not be in the areas ^liable to severe famine. It 
will probably be sanguine if we calculate that one and-a-half 
million acres within these areas can bo protected in twenty years 
by means of fak<tii and grants-m-aid. P>\cluding Burma, the 
total area of cultivation exposed to famine may be [)ut roughly at 
one hundard and fifty million acres. Thus, by means of fakait 
and graiits-in-aid alone, protection can be given to not more than 1 
per cent, of that aiea. This proportion is so small that, if reliance 
had to be jilaced on (Toveininent aid only, it might seem hardly 
worth while to lend it But the value ol fakavi advances and grants- 
in-aid is by no means limited to the actual amount of work effected 
by their means; they give, in addition a real stimulus to unaided 
private effort. Having regard to the rate of jirogress attained in 
the various provinces in the past without any assistance, or with 
the aid of comparatively little stimulus of the kind, we shall not 
perhaps be over-sanguine if we hope that the area under irriga¬ 
tion from private works may be doubled in fifty years. But even 
if this result bo obtained, then deducting one-fourth of the increase as 
occurring in the areas not exposed to famine, the increase of protection 
in the famine-ex^ioscd tracts will not exceed 13 per cent of their 
area, and it becomes eviddlit that, notwithstanding every possible 
exteitsion of private works, coasidcrable areas must remain without 
pro£eetion by their means. 
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21‘2. Financing of ad rancor and grnnts-in-aid .—The amounts of 
the grants to be provided for fahir/ advances, and for grants-in-aM of 
private irrigation works, wdl necessarily come under reA^isiou from 
time to time, say, at intervals of five years; hut the revision should 
be made rather with I’eferenee to retpiireincnts, and to the maximum 
amounts that can be effectively e\|)ended under existing conditions 
of administration, than to budget exigencies. We cannot too strongly 
insist that the success of the policy winch we advocate, will depend 
on its being pursued systematically and continuously, at whatever 
rate of progress may give the best results, and without being liable 
to interruption in years of great financial stress. We consider that 
the additional expenditure pro^wsed will not imjiose any jiermanent 
burden on the State, for there will be an ade([uate return in the greater 
protection afforded against famine; but wo aiiiirehend that consi¬ 
derations of ways and means may sometimes render it difficult to 
carry out this policy continuously. Assuming provisionally that 
for the ne-xt few years the rate of expenditure will be as proposed, 
there may be a difficulty in providing the grants re.pnrcd out of 
current revenues. The 17 lakhs to be provided for grants-in-aid 
will be practically a new item of expenditure, while the grants for 
hikari will exceed the normal under this head by 40 lakhs. 
There will not only bo a great immediate increase in the demand 
under the latter head, but its duration will be greatly jirolonged if 
the period of repayment of loans is extended as we have suggested; 
and we have also jiroiwsed a reduction in the rate of interest which 
will involve the surrender of some of the profits which the State 
has hitherto made on its 'aknei transactions. We have suggested a 
universal rate of interest at 5 per cent, as the basis of all loan transac¬ 
tions for agricultural improvements, in the belief that this rate 
will be sufficient to cover all the risks of loss, but if this rate 
is likely to be too low, it must be increased. We think that the 
State should not look for direct financial i^rofit on these transactions ; 
but we recognize at the same time that it must be a cardinal 2 >rin- 
ciple of takavi transactions that they are self-supjwrting and involve 
no loss to the State, and that the exj^ansion of ojierations which are 
recommended depends on the rigorous observance of this principle. 
Subject to this condition, however, we tjrink that the only limit 
to the fakavi grants should be the amount which the iieoiile Are 
willing to take, and the officers of Government are able to 
distribute, with due regard to security and other considerations; 
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and that, if the amounts roqiiirefl cannot bo provided from geueiul 
reveflues, some arrangement should be made under which the money 
could be olataincd from loan fnnils, as for e\pon<li(ure which will 
be essentially productive, and which will all be eventually recouped. 
These conditions will not ajiply to expenditure incurred on private 
irrigation works, wdiich cannot properly be mot from loan funds; but 
we suggest for consuleiution that expenditure of this kind should be 
recorded under a new head, as gi-ants-in-aid for jirivatc agricnltni’al 
works, and should be chargeable against the famine grant, or, in other 
words, should be met from that jiortion of the grant which would 
otlierwise be shown as apjilied for the reduction or avoidance of debt. 
We think that any expenditure which will tend to increase the 
protective etiiciency of private works is as legitimate a charge against 
the farriine grant as expenditure on non-productive irrigation works, 
and may be justified on the same ground—that it w'lll tend to reduce 
the amount of future charges for actual famine relief, and is a better 
insurance against the cost of famine than a corresponding reduction 
in the public debt. 

il;5. In order, then, to secure that continuity of policy and action 
which we have recommended, we further suggest that Local (lovcrn- 
ments and Administrations slioukl be inviteil to submit estimates of the 
full amounts which they can distribute over a series of years, not less 
than live; and that they should be given regular annual allotments up 
to which they should be cxjicctcxl to work. Failure to do so should be 
exjilained, but should not lie made the ground for diiniimtion of the 
allotments during the remainder of the period, unless the local 
authorities convince the Supreme (jovernment that experience already 
gained has demonstrated the impracticability of sjiending up to 
them. Similarly, heads of districts and divisions should get for a 
term of years regular allotments based ujjon carefully framed 
estimates of requirements. The fixing of allotments, however, should 
not exclude the grant of special additional allotments on good cause 
shown. Allotments to provinces, or parts of provinces, unaffected by 
famine have sometimes been curtailed in order to satisfy the demand 
in affected localities. Such curtailments should be avoided, if at all 
possible, with due regard to financial exigencies. Any check to the steady 
development of private improvements by means of advances is likely to 
have serious and permanent effect on the zeal of Local Governments 
and officials on w’hich the success of the system so largely depends. 
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214. Summary .—In order to make our proj)osali^ clear, we 
summarize below those which relate especially to pre«aiions or selected 
tracts. The remainder apply to all paits o! India in which lakax i 
may be advanced for pnrjioses of irrijrational improvement:— 

(1) Special liberality in estimatin;^ ]'erio<ls of repayment 

(pamgraphs 192-104). 

(2) Special arranofcment specified in parat^iaph ]95. 

(3) Advance of money on the spot (para<^i-aph 107). 

(4) Payment by surchar<Te on fliirlnaiin^ imenue (paragraph 

204). 

(5) Special famine mcasnre.s (paragraph 200). 

(0) Grants-in-aid (paragraph 207). 



[lleaobthoti of Ihe Govemmenf of Tiiilin, A'o. 6-304-16, dated the. 
BOth Not eiiihei, lOOoP^ 


PRTycrPI-ES ON WHICH THE SYSTEM OF \DVANCIS, CNDEIl THE LaND 
IjrPllOVEMENT ANT) Ao I! ICri/IHIR ISTs’ LOVVS A Cl'S, 

SHOlil.U BE WoltKET). 

The Government of Iniliii have liail nndi'i' eoiisidemtion the system 
in force for the advance of loans fiom State funds to assist in the 
development of apnrienltiire, whether inuh'r the Land Iminovement 
Loans Act, 1883, or under tlie Aoricnltni i^ ts’ Loans Act, 1884. 
The recommendations made on the suhject In the Famine Commission 
of 1901 were referied for opinion to Ijocnl Governments, and after 
considci'ation of their lei'lies, and of the lecommcndations m.ade on 
the same subject in the lepoitof the Inigalion Commission of IQOtS, 
the Governor General in Council is now in a position to lay down 
the inineiples on which he considers tliat such loans should be made, 
and to offer certain su^jicstioiis with the \ lew of mahiii<^ their 
ojieration more effecti\e. He n<iiecs with bolli Commissions that the 
system is a very \aluahle one, both in otdinnrv times and in times 
of drought; that it should he the j:olicy of the State, as supreme 
landlord and as the guaidian of the j cople agaiu'-t famine, to promote 
with reasonable libciahty, the execution by pinate prisons of works 
wdiich Avill add to agricultui-al eniciency and increase the total ])roduce 
of husbandry; and, that loans for the purpose of purchasing seed 
and cattle and for other agricnltui-al objects, not covered by the Land 
Improvement Loans Act, should not be limited to times of special 
stress, but should, like those made for the improvement of the land, 
form a jiart of the ordinary revenue administration. The consideration 
which has now been given to the subject has led him to the conclusion 
that in most Provinces the existing rules might safely and properly 
be revised, so as to secure greater simplicity, liberality and elasticity 
in the Avorking of the system, and thus increase its popularity and 
4he advantages derived from it by the agricultural population. 

• 2. This Resolution will first deal with loans made under the Land 

Improvement Loans Act on ordinary conditions, and then with loans 
on special terms and advances made under the Agriculturists’ Loans 
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Act ; and it will be convenient to confeider land improvement loans 
chiefly in connection with the eonstinction of wells, thoufjh it should 
be understood that the principles enunciatetl also ajiply, so far as may 
be, to tanks, water-course>-, embankments and other works for the 
improvement of land. 

3. As refjfards the rate of interest to be charged on ordinary 
advances under the Land Improvement TjoansAct, the pre.sent practice 
is that, in Madius, Bombay and Burma the rate levied is 5 percent., and 
that in all other Provinces it is (ij per cent. Both the Famine Com¬ 
mission and the Irrigation Commission suggested that the rate might 
with advantage be made u per cent, in all Provinces, though the 
latter Commission admitted that a mte of 0:^ per cent, is not in 
itself exeesssive, and that the people regard it as exfremelv liberal. 
The general opinion of the Local Governments of Northern India, 
however, is that there is no good reason for reducing the present 
rate of (31-per cent.; and with this opinion the Governor General 
in Council concurs. 'J'his rate is veiu iiuicli less than that warranted 
by the custom of the country and charged by village money-lenders, 
and it does not seem probable that a reduction of the rate of interest 
from 6i to 5 per cent, would have any appreciable elfect in increasing 
the demand for loans, as the ordinary borrower would not be likely 
to hav'e any clear idea of the benefit he would derive from the 
reduction. The Governor General in Council agrees with the Irriga¬ 
tion Coniniission that loans under the Land Improvement and 
Agriculturists’ Loans Acts need not be made a souree of direct profit 
to the State; and he consider that where the present rate of interest 
is found to result, after taking into account all classes of transactions 
(including remissions) under both Acts, in a net profit to the 
Local Government, this margin of profit should be utilised, not in 
giving a reduction in the general rate of interest charged to all 
borrowers, but in granting special concessions to those borrowers 
who stand in need of them, and thus rendering * the system 
more elastic. He would regard the margin between the rate 
paid by Government on the loans it raises, and that charged by 
Government on the advances made to agriculturists, as an assurance 
fund against risks and a sinking fund to cover losses, such as may 
be expected to occur in individual eases. For these reasons^the 
Government of India agree with the Local Governments of thpse 
Provinces in which the rate of interest is at present 6J per cent., 
12 
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tliat^tlierc is no g'ootl reason for a reduction of that rate, and would 
ask the Governments of Madras, Bonihay and Burma to consider 
whether the iate«at present charged in those Provinces mi«ht not, with 
advantaj^e, be raised to (i^ j)er cent. 

4. Under the present rules it is usual to levy i)enal or compound 
interest on overd\ic instalments, and the Irri< 2 ;ation Commission recom¬ 
mend that such interest should he exacted only in very exceptional 
cases. In this recommendation they are sn 2 )portcd by several Local 
Governments, and more esjweially by the Lieutenant-Governor of the 
United Provinces, who [)oints out that the failure to jiay interest when 
due must be owin^f either to contumacy or to jioverty, and that m the 
first case coercive iiroeess to enforce payment should he taken without 
delay, and m the second the question is whether some remission should 
not be pfranted, and not whether more interest should be exacted. 
The Government of India arc unable to aeeeiit this ar'ijnment without 
mollification, as, even when the delay is due to contumacy, it is 
impossible, in practice, to levy the arrear at once, and it is er|uitablo 
that a delay so caused should involve a penalty, if only as a lesson in 
imnctuality. They a<?rec, however, that Local Governments should be 
preiiared to remit or reduce cornjiound and jienal interest in cases in 
which they are satisfied that the failure is due to inability to jiay and 
that the levy of such interest would be tiroductive of hardshij). 

5. Under most of the jiresent sets of rules the maximum ordinary 
term fixed for the reiiayment of a loan is 20 years. The Famine 
Commission sui^^ebted that this period might be e.xtended, and the 
Irrigation Commission recommended that no maximum jicriod for 
repayment should be iirescribwl, or that the maximum term should be 
fixed at 50 years, I,ocal Governments being empowered to iirescribe 
maximum jieriods for different tracts and districts and for different 
classes of works, having reganl mainly to the durability of the work 
for which the loan was granted. After full consideration of those 
suggestions, the Government Of India are of opinion that in the case 
of ordinary improvements a twenty years’ term for rejiayment is 
generally sufficient for the following reasons. An examination of 
interest tables drawn iqi to show the amount of the annual or 
half-yearly instalments required to discharge, within different jieriods, a 
Idaij of Rs. 100 at or even at 5 jier cent, will jirove that, to extend 
the period of repayment beyond twenty years effects no substantial 
reduction in the amount of the annual or half-yearly instalment j so 
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that such an extension affords no i^reat ininiediatc advantage to the 
borrower, while it burdens him for a longer term with the duty of 
making repayments. A still stronger reason is to ,bc found in the 
consideration that the amount of funds available for making such 
loans IS limited, and that the r.ite, at which I'rcsh loans can bo made, 
(lepends to a largo extent on the iiite at which the money already out 
on loan is repaid to Government, so that it may be utilised by being 
re-issued in the form of further loans d'hus to extend the term 
generally adopted for repayment would leducc the number of improve¬ 
ments which could be aided by means of the total sum available, and 
render it less effective for the purpose in view. The (Jovernment of 
India, therefore, are of o|nnion that the ordinary term for repayment of 
loans should not exceed 20 ^c,ars ; but they have no objection to a Local 
(j jvernmant’s taking the [lower to gr.ant a longer term in special cases. 

6. In fixing the actual term of repayment in individual cases some 
consideration should no doubt be paid, as recommended by the Irriga¬ 
tion Commission, to the probable durability of the improvement, with 
the view of arranging that the whole of the loan shall be repaid 
before the improvement ceases to be of use ; but this is a matter in 
which the convenience of the borrower may well be consulted, and the 
Covernment of India recommend the following procedure, which has 
already been adopted in some Provinces. A specimen tdble* appendetl 
to this Resolution shows to the nearest anna the amount of eipiated 
yearly or half-yearly payments that would be required to discharge a 
loan of Ils. 100 with interest .at 6^ per cent., in periods 
of 10, 15 and 20 years respectively, from the date of the 
first instalment, assuming that this is paid at the end of three years t 
from the date on which the loan is drawn. Similar tables should be 
drawn up for other amounts and periods, and should be explained to 
the borrower, it being left to him to choose, subject to the approval of 
the lending authority, which table of payments he will adopt. The 
borrower will then easily understand how many instalments of so many 
rupees each he will have to repay, and will bo able to select the 
scale which best suits his convenience. As regards the date from 
which the repayment should commence, the Famine (Commission 


* See pp. 126-27. • 

t As stated further on in this paragraph, tho period of grace contemplated#ia not 
to exceed 2^ years j but three years has been taken in the table to cover the rcsiiUs of 
Tlnpuuctualities which will probably occur in tho repayment of the instalments. 
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suggested that a more careful adjustment of the payments might be 
made to the time when profits begin to accrue. On this point also the 
Government of India think that within reasonable limits the 
convenience of the borrower may be consulteil, and that the object 
should be to ensure that payment, either of principal or interest, is 
never exacted before the date when, by the exorcise of such due dili¬ 
gence as may reasonably be expected of an Indian j’^asant, the profits 
of the imjirovement might be expected to cover the ])aymcnt. This 
period of grace should not, however, exceetl 2^ years in any case, and 
interest should be charged duiiiig its currency : this will be allowed 
for in the tables above mentioned. The Government of India are not 
prepared to agree to the suggestion that the borrower might bo 
allow’ed to repay instalments of the loan only so long as the w'ell 
endures, as this wmiild involve enquiiios which would be accom])anied 
by some trouble cvciy where, anil might often )>rovo impracticable 
owing to iiibufliciency of stall’ or of recoixls. 

7. In some Provinces the rules regariling the nature of the security 
to be reipiired before a loan is granted for the imiirovement of land seem 
to be unnecessarily strict. Under section 7 (1) of the Land Improvement 
Loans x\.et, all loans granted under the xVet, as well as the interest 
chargeable thereon, may be recoveied from the borrower as if they 
were arrears o/ land revenue due by liini, and out of the land for the 
benefit of wdiich the loan has been granted, up to the extent of the 
interest of the borrower in that land, including the interest of 
mortgagees on, or persons having charges on, th.at interest. Where, 
therefore, the borrower’s interest in the land to be improved is sufficient 
seciinty of itself to cover the loan, no further security should be 
demanded. The Madras rule on the subject lays down that no loan 
should bo granted unless the value of the security offered exceeds by 
at least one-fourth the amount of the loan applied for. The Govern¬ 
ment of India are, however, of opinion that this rule may be relaxed 
with safety, avid are inclincil to suggest that, where the amount of the 
loan does not exceed three-fourths of the value of the land after the 
improvement has been carried out, no collateral security need be 
required. W’here the interest of the borrower in the land to be 
improved is not sufficient of itself to ensure the repayment of the loan, 
it^is necessary to require further security,' which may consist of other 
lands belonging to the applicant, or of land belonging to other 
persons who are willing to become his sureties, or of personal security. 
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It is for the Local Government to satisfy itself that the sec^irity 
offered, in whatever form it is <*iveii, is suffieient to ^lyimntee tlio 
repayment of the loan, and where it is of opinion that seciiiity other 
than land is suffieient, there is no objection to sueh security benitf 
accepted. Indeed, the Government of India s(i-oni>'ly eiKlor.-e the 
opinion recorded by the Irrio-atiou Commission that, (he .joint jicr-'cnal 
security of several persons may often be accepted as siifHcient to 
ensure the repayment of a loan, and recommend i'or the consideration 
of Local Governments the rule now in force in jMadias to the effect 
that, when a loan is apjilied for by the nieinhers of a villa<ije communi¬ 
ty, or by a frroup of cultivators on their joint jieisonal security, the 
Collector may, at his discretion, advance on such security an amount 
not exceeding tive times the annual assessment of the land held by 
the applicants. In this eoiiiicction it may be mentioned that in some 
Provinces great delay is caused by an eiupiiry into jirovions enciim- 
bi-ances on the land offered as security ; although, seeing that under 
the Act, the existence of mortgages or other charges on the interest 
of the borrower docs not lessen the security for the loan, it would 
seem unnecessary to make elaboiute empiiries regarding previous 
encumbrances on the land to be inipro\etl ; and the Government of 
India trust that Local Governments will provide that such an enipnry 
shall not be carried f urther than is necessary with due regard to the 
security of the loan. The Irrigation Coininission have called atten¬ 
tion to the difficulty of advancing money for improveiiieiits to tenants 
in some Provinces owing to their having no transferable rights in 
their holdings, and Local Governments will bo separately addressed 
on this subject. Meanwhile the Government of India 
desire to express their concurrence in the recommendation of the 
Commission that, where the personal security of a tenant, or the joint 
security given by several tenants, is sufficient to ensure the repayment 
of the loan, the experiment of making advances to tenants on such 
security ought to be freely tried. In some Provinces* a mle exists 
forbidding the granting of a loan to any borrower, who is in arrears 
for land revenue, or tor a previous loan; but the Government of 
India are of o 2 Dnion that this in itself is no sufficient reason for 
refusing a loan, if the security offered is otherwise satisfactory, and 
recommend that Collectors should be given’the discretion of granting 
loans to persons in arrears, when they are satisfied as to the security 
offered. 
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8. Tlie rules in force in some Provinces rc<>'arJin*;' the ])roce(lure 

in frrantinjjj loans also be revised willi the object of affording 

greater facdities to pei'sons ^vlshIng to borrow. Arrangements 
might be made for the supply fiee of cost of printed copies of a form 
of ap[)heation, to be presented to any revenue officer, and all revenue 
officers might be reipiired m the ease of an oial application to cause 
it to bo recorded in the pre.scribcd form by some odicial. It is usually 
sufficient in the case of an application for a small loan to refer it for 
local eiupiiry to an officer not below the lank of revenue ins 2 >cctor, or 
field /iiijiiniffo, tliough, where the loan ajuilied for exceeds Rs. 500, 
it would be advisable to jirescribe that the local enquiry should be 
conducted by an officer of a rank not loiver than that of a deimty 
lahiiildar. In Madras /a/ni/ilai.i have the jiower to sanction loans not 
exceeding Rs. ’jioO, while Divisional Officers can sanction loans iqi to 
Rs. 500, and Collectors iq) to Rs. 1,000, and otlier Iiocal (lovernments 
are requested to consider whether similar jiowers to sanction loans 
could not safely bo delegated to suboidinate officers, so as to obviate 
the delay of a reference to liigber authority In the case of a large 
loan it IS advisable to advance the money in instalments, the second 
instalment not being granted until the lending authority is satisfied 
by local insiiection that work to the value of the first instalment lias 
been exocuteil, but care should bo taken that this condition does not 
lead to delay, and reports of trust worthy subordinates as to the 
jirogress of the work should be acceiited, subject onl}' to such check 
as is considered nccessaiy. (Iicat imiiortanco should be attached to 
the iirincqile that the advance should b«* sufficient to cover so much 
of the total outlay required to construct the work as the borrower is 
unable to ^irovide from his own resources, as it is often better to refuse 
altogether an ajqihcation For an advance than to sanction it m ^lart 
only, leaving the ajqihcant to borrow elsewhere to complete the work. 

9. The (lovernment of India concur with the Irrigation Commis¬ 
sion as to thc*imjiortaiice of elasticity in the collection of instalments 
for the rejiayment of loans, and ajiprove of their recommendations that 
susjiension should be given without hesitation, whenever, from causes 
beyond the borrower’s control, his crops fail to such an extent as to 
render the jJayment of the instalment unduly burdensome to him; 
that whenever siisiiensions of revenue are granted on a large scale over 
a lyide area, they should carry with them automatically suspensions of 
the takavi instalments which may be due the same year ; that the officer 
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who has authority to j^rant the loan should also have authority to 
{ijrant suspension; and that the suspended instalment shwild not be 
made payable in the ensiiin*^ year with the nistalnfent of that year, 
but that the effect of susjiension should be to postpone for one 
instalment period the payment of all remaimn<>- instalments due on 
the loan. When a man borrows money he should be reipiiied to repajj 
the loan with interest; but time should be o'lven him to make those 
repayments in such a manner as will not be ruinous to him. As 
rcf^ards remissions, the Government of India are of opinion that it is 
a sound principle not to remit repaynicnt of a loan so icadily as 
remissions of oixlinary land revenue are ^ranted, and that as a <^eneral 
rule the risk of the failure of an improvement should be borne by the 
borrower, as this affords tho best p|nai-antee that the money will be 
■judiciously applied; but they will have no objection to a T^ocal 
Government’s remitting outstanding' instalments or a part of them, 
when a work fails from causes bevond the borrower’s control and when 
recovery of the loan in full would occasion serious hardshl)>; and they 
are ])ropared to consider proposals for the delegation of the jiower of 
granting such remissions to local olRcei-s. 

10. The foregoing paragrajihs have dealt wuth the treatment of 
ordinary loans under the liand Improvement laians Act. The 
Irrigation Commission have made certain jirojiosals with the view of 
encouraging irrigation in epecially piecarious tiacfs. They iccommend 
that in selected areas, which have suffered severely in recent famines, 
and have not since obtained, by irrigation or otherwise, protection 
sufficient to guarantee them against tho recurrence of similar calamities, 
land-owners should be cncouiageil to apjily for loans on ordinary 
conditions sufficient to pay for a portion of tho cost of the contem¬ 
plated improvements, and that Government should make a free grant 
of the remainder of the cost, the proportion of the free grant to the 
total cost depending on the property of the applicant and^the marginal 
profit from irrigation, the suggested maximum being half the total 
amount required up to a limit of Rs. 500. The Government of India 
have no objection to free grants being made under such circumstances, 
i.e., when they are applied to works, the success of which is calculated 
to reduce future expienditurc on famine .relief; but under jiresent 
circumstances they must be debited in the same vv'ay as actual fan*ine 
outlay and charged to Provincial Revenues. The Government ’of 
India will consider separately whether such grants-in-aid might not 
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bp sf)eciallv charf''e<l affaiiist the Famine Insurance Grant, as Protective 
Irrisjation expcnditni'c to be met from Irnpciial funds. This course 
would, howcvci, mpiiic the .sanction of the Secretary of State, and it 
is subject to the di.sadvanfaijfe that the sums so sj)ent w'onkl re<luee the 
amount avadable for outlay on ordinary Piotectivo Irri<]fation xvorks 
^nd on Protectne Kadwa_\ s. Such free grants cannot in any case be 
charged to (he loan account, but it is advi.sable to ^novide that they 
mai' be recoxeiable as an arrear of land revenue, should the money be 
spent, otherwise than in accordance with the conditions of the gift, 
and it will be for bocal Governments to consider whether this can bo 
provided foi under (he existing law, or whether further legislation on 
(he point wdl be necessary. 

11. Advances made in ordinary limes under the Agriculturists’ 
Tjoans Act foi (ho purchase of seed, fodder, cattle, and other recpiire- 
nients of agriculture are nmloubtedly of the greatest advantage to poor 
cultivators, and often enable them to sow their lands or ]ireserve their 
cattle without getting into hopeless debt; and, where funds are 
available, liberal advances should be made for this \)urpose. In some 
I’rovinces loans of this character are in.ade free of interest or at low 
rates of interest; but the Goveinnient of India are of opinion that, 
as a general rule, it is good ]>olicy to icquire a borrower who is given 
a diieet loan to pay a fair interest for it; and that, save in very 
exceptional circumstances, the same rate of interest should be charged 
as is chargeil on loans made for the improvement of land. The 
principles already enunciated regarding land improvement loans are 
generallv ajiplieable to advances made under the Agi-icultiirists’ Loans 
Acf, but as such loans are usually of small amount individually, and 
are often reipiired to be disbursed in large numbers and with as little 
delav as possible, it is still more imjxirtaiit in this case to simplify and 
expedite the procedure by such measures as empowering subordinate 
officers to saijction loans and accepting joint or personal security. In 
aceordauce with the recommendations made by the two Commissions, 
the Government of India have already authorised a system of 
emploving selected officers to take lump sums with them into camp, 
and disbui’se loans on the spot on the receipt of the borrowers. This 
system has been authorisetl, as regaixls advances to be made under both 
Achi, but is specially applicable to jietty advances made for the 
pdrehase of seed and fodder. The Government of India also approve 
of the suggestion made by the Famine Commission that, where 
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available, non-official agency might be employcfl to aid in making 
enquiries and disbursing loans; and where the number of mioh loans 
is large, it will often bo found advisable to make* the necessary 
enquiries well beforehand, and to arrange for the inunediate (HsV)urse- 
ment of the money when the loan is aetnall\' reqiiiretl, as, for instance, 
when rain falls at seed-time. 

12.. The foregoing considei-ations are applicable to the case of 
loans made in ordinary times; and, it remains to consider (he case 
of loans made to agriculturists in anticipation of scarcity or 
during the currency of famine. As reganls .such loans, the Government 
of India agree with the opinion expressed by the famine and Irriga¬ 
tion Commissions, that loans to agriculturists are especially required 
in the very early stages of famine as a measure of moral 
strategy, and to put heart into the people, and that a .system of 
advances when made in good time and with prudent forethought, 
is a most efficient form of relief, and one which can to a very 
great extent be freed from the pauperizing indiiences of State 
charity. These principles haA-e been incor])orated in the revised 

Famine Codes and will no doubt be acted upon when occa.sion arises. 
It has been usual in most Provinces to make advances in famine times 
on low interest or free from interest altogether, and to remit them 
with great generosity. The Government of India however agree 
with the Famine Commi.ssion that this is mistaken charity, likely to 
demoralise the people. They are of opinion that these advances 
should always carry interest at the usual rate, and that while due 
regard should be paid to the subsequent seasons and the circums¬ 
tances of the borrowers, repayment of tliese loans should takb 
precedence of the recovery of arrears of land revenue. If it is 
necessary to grant some remission, it should take the form of a 
remission of land revenue, and the loan with interest should be 
recovered ; or, if this will involve gi-eat hardship, a jxirtion of the 
loan itself, and not merely the interest, should be remitted. In 
times of famine, in place of granting loans free of interest, tbe 
system of making free grants in addition to repayable loans, already 
alluded to, may be freely utilised. Advances may be made to land- 
owners for the construction of private Avorks to enable them to giA^e 
employment to the poor, a portion of the adA’ance being made in the * 
form of a loan repayable Avith interest on ordinaiy terms, and tbe 
remainder in the form of a fi'ee grant-in-aid from famine funds, to be 
13 
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spent on the employment of labour in accordance with the system of 
“Aided Village Works,” for which jirovision has been made in the 
revised Famine Codes. In such times a similar system may be adopted 
as ref^aiils advances for the pni'chase of seed, fodder, or cattle. 

I. S. The Government of India a<^ree with the Irrijration Commis¬ 
sion that the s\stem of loan.s to ajriTCiiltiiri.st.s would he rendered more 
jxipular, both ivith the .subordinate revemio ofHccr.s and with the 
borrowers, if the procedure and the .sistem of accounts could be 
simjilified. The chief difliculty in effeetin<^- an improvement of 
this chai-aeter is the necessity of distin^uisliin<r between repayments 
of principal and interest. ITider the s_\stein of eipiated paAinents 
mentioned above, it would ho inincecssary to show’, in the account 
made over to the borrower, the distinction between cajiital and interest; 
as all that he need be told is the number of even rupees to be paid 
by him at cacli nistahnent, and the iiinnbcr of instalments he will 
have to pay ; and the (loveriiment of Iixlia will consider separately 
whether it will be i>os.siblo to relievo tlie subordinate revenue establish¬ 
ment from the necessity of keepins? uj) for each borrower’s account 
details of principal and interest. In any case, however, it will he 
necessary to maintain these details in the Account Ofliees. 

II. As re^rards the source from which fumls may he obtained for 
incveasiii;r the amount available for advances under the two Acts, 
the present s_\stem is that, funds are [irovideil b}’ the Imperial Govern¬ 
ment and advanced to Local Goveriiiiients un<lcr the Provincial Loan 
Account, which includes not only advances to a^riciiltiiri.sts, but 
also loans to Municipalities, District Boards, and landed proprietors. 
Bitere.st at 3^ per cent, is charged to the Local Government on the 
mean bctw'een the outstanding balances at the commencement and at 
the close of the years, and Provincial Revenues are credited with the 
full amount of interest realised on the loans granted by the Local 
Government, and are debited with any sums which it may be neces¬ 
sary to w’rite off as irrecoverable. The sums recovered by way of 
repayment of previous loans are available for making fresh advances, 
and should any further sum be required by the liocal Government, 
it is found, so far as possible, by the Imperial Government from its 
resources for the year. , The amount outstanding on the 31st March, 
4904', on account of advances to cultivators under the two Acte was 

•over ciores, and the average amount of loans made during the 
last ten years has been 86 lakhs per annum, or, excluding the four 
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famine years, 57 lakhs per aiitinni. "While the Government of India 
agree with the Irrigation Commission that it is very clesiflable that 
the sujiply of fumls for tins ])iir])ose shonlil be eontinnons and suffi¬ 
cient to meet all reasonable demands, they arc unable to accept their 
recommendation that the amount available for such loans should be 
greatly increased and should be provhled continuously without being 
liable to interruption in years of financial s(res-., the money being 
obtained from loan funds if necessary, weemg that thf' additions to 
the Provincial Loan Account aie inaile from the rash balances of the 
Government of India, which are necessarily limited according to the 
circumstances of the year. They, however, recognise that, should 
the system of loans to agriculturists be im[>ro\ed in accordance with 
the suggestions already made, the ilcmaml for such loans is likely to 
increase gradually, and so long as it is kept within reasonable bounds, 
and IB a natural ami not an artificially infiated demand, they will 
endeavour to meet it to the e.xtcnt to which funds may bo available 
from time to tune. 

15. In this connection the Governor-General in Council thinks it 
necessary to utter a word of caution against what he considers to be 
a very real and practical danger, namely, the dangei: of creating, 
by too active a policy, a forced and spurious demand for these advan¬ 
ces. l^ven under the most favourable cirenm.stances irrigated 
cultivation requires, at all events in the case of wells, more ca 2 fital 
than dry cultivation ; and in many jiarts of the country, where the 
wells are costly and their re.snlts uncertain, and ivhcre j^hysical con¬ 
ditions make it jiossiblc to irrigate only a small area from each well, 
only the highest form of cultivation, which entails very considci'aBle 
annual ex^ienditure, is likely to be iirofitable. In such a case it is 
worse than useless to encouiage a jieasant to contiact a debt for the 
construction of a well, the [iiofitable working of which is beyond his 
resources •, and the Government of India, while they ar^ anxious to 
see the system of advances administered in a sympathetic s^iirit, and 
made as simple and liberal and elastic as possible, trust that no exces¬ 
sive inducements will be held out to individuals to a 2 ) 2 )ly for loans 
which they may find it difficult to re 2 iay, and that any increase of 
demand will be s27ontaneous, and therefore healthy. 

16. Under the Provincial Loan Account system any 2 irofits or losses 
that may occur on these loans are credited or debited to Provincial 
Btivenues, and the Government of India would suggest to LoCitl 
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Governments that, as reconiniendod by the I’amine Commission, an 
ailtninistrative account should be maintained for the loans under the 
two Acts, show inon the one side the i^rofit made by the Local 
Government by eharfifin^ to borrowers a liiijher rate of interest than 
it pays to the Imiierial Government, and on the other, the cost of 
remissions and of other exjienscs connected with these loans ; and 
that where, on an av’era<rc of yeai’s, the net profits of the Local 
Government are large, measures should be taken to reduce them, 
not by a reduction of the i-ato of interest charged, but by more 
liberal treatment of those cases in wdiich the borrower has met 
with misfortune, or by providing expenditure for such purjioses 
as maintaining a staff for well-boring or other aids to land improve¬ 
ment, or for an extension of the system of free grants-in-aid. 
It must, however, be clearly understood that exjienditure on such 
establishments or grants, though it may be justified by jirofits on 
loan transactions, is entirely distinct therefrom, and must be sepa¬ 
rately debitetl in the Local Government’s current expenditure. 

17. Seeing that the financial rcsponsibilily for this loan system 
rests with the Local Govcrumeiit.s, the Government of India are 
prepareil (o rela.x the iircsent law, under winch the previous sanction 
of the Governor-General in Council is renuired for any modifica¬ 
tion of the rules in force, and will take stc])s to have the necessary 
change made in the existing Acts. Local Governments will then 
be empowered to revise their rules at. their discretion subject only 
to the control of the Imperial Government ; but whenever it is pro¬ 
posed to make any change which is not in accordance with the princi- 
jiles enunciated in this Resolution, or which materially affects financial 
arrangements, previous reference should be made to the Government 
of India ; and in all cases copies of the notifications effecting changes 
in the rules should be sent to the Government of India for their 
information. 



[Extracts from the Land Improvement Loans Act, 19 of 1883.^ 


4. (1) Subject to such rules as may be made under section^ 10 
loans may be granted under this Act, by such ofii(;er as may, from 
time to time, be empowered in this behalf by the Local Government, 
for the purpose of making any improvement, to any person having a 
right to make that imjjrovement, or, with the consent of that person, 
to any other person. 

(2) " Improvement ” means any work which adds to the letting 

value of land, and includes the following, namely ;— 

(a) the construction of wells, tanks and other works for the 
storage, supply or distribution of water for the pur- 
ix)ses of agriculture, or for the use of men and cattle 
employed in agriculture; 

(h) the prepai-ation of land for irrigation ; 

(c) the drainage, reclamation from rivers or other waters, or 

protection, from floods or from erosion or other damage 
by water, of land used for agricultural purposes or 
waste-land which is ciilturable; 

(d) the reclamation, clearance, enclosure or permanent improve¬ 

ment of land for agricultural purposes; 

(«) the renewal or reconstruction of any of the foregoing works, 
or alterations therein or additions thereto; and, 

(/) such other works as the Local Government, may, from 
time to time, by notification in the local official 
Gazette, declare to be improvements for the purposes 
of this Act. * 


5. (1) When an application for a loan is made under this Act, 
the officer to whom the application is made may, if it is, in his 
opinion, expedient that public notice be given of the application, 
publish a notice, in such manner as the Local Government may, from 
time to time, direct, calling upon all pereons objecting to the loan to 
appear before him at a time and place fixed therein and submit their 
objections. 
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(i^.) The oflicer shall eoiisicler every objection submitted under 
Bub-section »(1), and make an order in writin>^ either admitting or 
oveiTuhng it: ' 

Provided that, -when the <[uestion luised by an objection is, in 
the opinion of the officer, one of such a nature that it cannot be 
satisfactorily decided except by a Civil Court, he shall jiostpone 
his proceedings on the application until the ipicstion has been so 
decided. 

(). (1) kivery loan granted under this Act shall be made repay¬ 
able by instalments (in the foim of an annuity or otherwise), within 
such period from the date of the actual advance of the loan, or, when 
the loan is advanced in instalments, from the date of (he advance 
of the last instalment actually paid, as may, from time to time, be 
fixed by the rules made under this Act. 

{■Z) The period fixed as aforesaid shall not ordinarily exceed thirty- 
five years. 

(d) 'Pile Tiocal (Tovcrninent m making the rules fixing the period, 
shall, in considering whether the perioil shoukl extend to thirty-five 
years, or whether it should extend bevond thiity-flve jears, have 
regard to the durability of (he work for the purpose of which the 
loan IS granted, and to the expediency of the cost of the work being 
paid by the generation of persons who will iinine<llately benefit by 
the work. 

7. (f) Subject to such rules as may be made under section 10, 
all loans granted under this Act, all interest (if any) chargeable there¬ 
on, and costs (if any) incurreil in making the Bame, shall, when they 
become due, be recoverable by the Collector in all or any of the follow¬ 
ing modes; namely :— 

{(i) frofn the borrower—as if they were arrears of land-revenue 
due by him ; 

(d) from his surety (if any)—as if they were arrears of land- 
revenue due by him; 

^ (c) out of the land for the benefit of which the loan has been 

. granted—^s if they were arrears of land-revenue due 

in respect of that land j 
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(//) out of tlie property comprised in the collateral security 
(if any)—acconlinoj to the procedure foj the realiza¬ 
tion of land-revenue hy tlie sale o£ immovable pro¬ 
perty other than the land on which that revenue is 
due : 

Prov’ided that no proceeding in rc'-pect of any land under clause 
(e) shall affect any infere.-t in that land which existed 
before the date of the onler granting the loan, other 
than the interest of the borrower, and of mortgagees 
of, or persons having chaI gps on, that interest, and, 
where the loan is granted under section 4 with the 
consent of another person, the interest of that person, 
and of mortgagees of, or ]iersons having charges on, 
that interest. 

(2) When any sum due on account of any such loan, interest 
or costs, is {laid to the Collector by a surety, or an owner of property 
comprised in any collateral security, or recovered under sub-section 
(1) by the Collector from a surety, or out of any such pro^iertj', the 
Collector shall, on the application of the suiety or the owner of that 
property (as the case may' be), recover that sum on his behalf from 
the borrower, or out of the land for the benefit of wdiich the loan has 
been gi-aute<l, in manner provided by suh-section (1). 

(8) It shall be in the discretion of a Collector acting under this 
section to determine the order in which he will resort to the A'arious 
modes of recovery' permitted by it. 



\_Extractit from the Agrioulturisis’ Loans Act, 12 of 1881.~\ 

4. (1) The Local Government may, from time to time, subject to 
the control of the Governor General in Council, make rules as to 
loans to be made to owners and occupiers of arable land, for the relief 
of distress, the ])urchase of sewl or cattle, or any other purpose not 
specified in the Land Imi>rovement Loans Act, 188.‘1, but connected 
with agricultural objects. 

(^) All such rules shall be publishcel in the local official Gazette. 

.1. Lvery loan made in accordance with such rules, all interests 
(if any) charj'eable thereon, and costs (if any) incurred in makinfj 
or recovering the same, shall, when they become due, be recoverable 
from the person to whom the loan was made, or from any person who 
has become surety for the repayment thereof, as if they were arrears 
of land-revenue or costs incurre<l in recoveriiif' the same, due by the 
person to whom the loan was made, or by his surety. 

(). When a loan is made under this Act to the members of a 
village community, or to any other |X!rsons on such terms that all 
of them are jointly and severally bound to the Government for the 
jjaymont of the whole amount jiayablc in respect thereof, and a state¬ 
ment showing the portion of that amount which as among themselves 
each is bound to contribute, is entered upon, the order granting the 
loan and is signed, marked or sealed by each of them or his agent 
duly authoriseil in this behalf and by the officer making the order, 
that statement shall be conclusive evidence of the jiortion of that 
amount which as among themselves each of those persons is bound 
to contribute. 



\Extfact» fro / th>‘ Notification, of the Government of Bengal, 
dated the 23rd March, 1909i] 


Rules under the Land Improvement Loans Act, 19 of 1883. 

In exercise of the power conferred by section 10 of the Land Im¬ 
provement Loans Act, 1883, the Lientenant-Governor is pleased to 
make the following rules for Bengal (including the district of Sambal- 
jour) as to the grant of loans under the Act. 

1. (1) Subject to the provisions of these rules, and provided that 

the district allotment is not exceeflcd without the 
Powers of sanction, . ^ . 

sanction ot the Commissioner of the Division, 

Sub-divisional Officers, and also Deputy Collectors specially empowered 
by the Collector with the approval of the Commissioner, may sanc¬ 
tion loans of suras not exceeding rupees 500 in each case, and the 
Collector may sanction loans uj) to rupees 1,000 in each case, for 
purposes specified in the Act. 

(f) Any loan exceeding rupees 1,000 shall require the sanction of 
the Commissioner, and exceeding rupees 5,000, the sanction of the 
Board ] and the Commissioner or the Board, as the case may be, may 
call for such detailed plans and estimates, or for such professional 
opinion, as may seem necessary, before sanctioning any such loan. 

2. Applications for loans may be presented to the Collector, or 
Application to whom fo ^ny other Revenife Officer, not below the rank 

to be made. ^ Kanungo, authorised in this behalf by the 

Collector. • 

3. (1) Application may be made orally or in writing. 


4. (1) A Revenue Ofllcer receiving an .application under rule 2 

Local en • either make a local enquiry himself,.of 

^ cause one to be made by another Revenue Officer 

not below the rank of a Kanungo, or by some reliable non-official 


14 
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agettby, if availablcj for the purjwse of asecrtainiii”; the 2 ’’*iJ’fcicnlars 
mentioned 8n the reverse of Form A.* 

(2) A Kanungo shall be so em])loyed only when a fjazetted officer 
is not available. 


5. If the Revenue Officer is not cmjjowercd by rule 1 to sanction 
Subm.sa.on of appb- transmit the application with 


tion with report 
local enquiry. 


of 


his rejiort to the Collector or to the otfieer who 
ordered the enquiry, as the case may be, iirovided 
that, if the receiving or enquiring officer is subordinate to a Sub- 
divisional Officer, he shall suoniit it to the Sub-divisional Officer. 


6. The Local (Jovernnient may, by general or special order em- 
Dolcgation of func- powcr any iiersoii to perform all or any of the 
functions of a Collector or of a Revenue Officer 
referred to in rules 2, d and 5. 


7. In deciding whether the^security offered s sufficient, the officer 
dealing with the applica .m shall be guide<l by 

Security •. » ,i • • . 

the following imnciiiles 

(i) Where the amount of the loan does in exceed three-fourths 
of the value of the aiijilicant’s 'nsfei-ablo interest m 
the land, after the improvement has 'jen made, no col¬ 
lateral security need be required. 


• I —Mahal, field number, area of land to be improved 

II —Status of applicant, f e , proprietor or tenant If a tenant, and the landlord's 
consent is required, •whether the landlord objects. 

III. —Security— 

(i) If the land itself, the nature and value of the applicant's interest 
m it, and tho nature and extent of enoumbrancoa, if any. 

(ii) If personal, tlio navies and status of tho co-sureties, 

(lii) If property other than tho land itself, its nature, value, and nature 
and extent of pre-existing encumbrances,"iFaffy. 

IV. —Tho Impiovoinent— 

(i) Its estimated utility and value, 

(ii) Objections, if any, of third parties. 

(ill) Probable date on which it will begin to yield profit, 

V.—Repayment— 

^ (i) Soitablo (late for first instalment, with reference to danse IV (lii). 

(ii) Proposeci instalments and period of repayment. 

VI.—Date on which the loan or any instalment thereof shonld be received by the 
applicant, 
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(ii) Where the ajxplieant’s I'ntercat in the land is not sufucient 
of itself to "uarantce the repayment of the loan, further 
security shall be required, which may cpusist of transfer¬ 
able interests in other lands belonging' to the applicant, 
pr to the other j)er&ons wilhni' to become his sureties, or 
of personal security. 


Procedure 


(iii) Where a body of five or more eo-villagers bind themselves 
jointly and severally as contemplated in section 9 of 
the Act, their personal security will generally be suffi¬ 
cient, and such officer may, if emjiowered by rale 1, at 
his discretion advance on such security an amount not 
e.xceeding five times the annual assessment of the land 
held by such villagers. 

8. If the proposed improvement falls within section 4, sub¬ 
section (2), of the Act, and if the security offered 
is good and sufficient, the officer dealing with 

the application, or the Collector, when the application and report have 
been transmitted to him under rule 5, may, on completion of the local 
enquiry, sanction the loan himself, if he has power by rule 1 to do so; 
otherwise, the Collector shall forwaixl the application, with his report 
thereon, to the Commissioner for disposal. 

9. Where the llcvenue Officer, other than the Collector, has 
DiBburscmcnt of power under rule 1 to sanction the loan applied 

loans on the spot may, as soon as the local enquiry is eom- 

l^leted, and the particulars mentionetl on the reverse of Form A are 
filled in, take the security required by rule 11, sanction the loan, and, 
if so desired by the applicant, disburee it on the spot. Loans, 
or instalments of loans, sanctioned by the Collector or any higher 
authority may be disbursed in the village by Sub-divisional Officers 
and Deputy Collectors empowered under rule 1, and by any reliable 
non-official agency, where available. 

Provided that disbursement on the s 2 iot may not in any case 
exceed rupees 500 for a single item: 

Provided also that, when any loan is jiayable in more than one 
instalment, the second or any subsequent instalment shall not be 
passed for payment by the sanctioning officer until he has had an 
enquiry made locally and satisfied himself that satisfactory' progosss 
is being made with the work for which the loan was sanctioned. 
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13. (1) In tho ease of a loan •••I'antefl by instalments, if the 

Cloanro of loan, on applicant, after takino'one or more instalments, 
failure to take instul- . ", . ^ . 

nient line t fails to take any other instalment within six 

weeks from the date on whien he is cntitlefl to it, the Collector ma}' 
declare the loan closed. 

(•-J) The total of the nivtalments taken by the applicant shall 
then constitute the loan, which .shall be treated as hav'uif' been fully 
jiaid on the date on which the last instalment was actually taken; ami 
a fresh an-anoement for repayment shall be made by the Collector, 
consistent with rules 17 and 18. * * * 


11. (1) Tlie ordinary rate of interest on loans shall be one 
anna in tho rupee, or Gj per cent, per 

lutercst on loans 

annum. 

(2) Tho Local Government may, for sjieeial reasons, and on special 
application throu^ii the Board of Revenue, sanction a loan at a lower 
rate of interest, or without intere.st. 

(3) If any instalment of priiicijial or of interest, or of consolidated 
principal and intei-est, i.s not paid when it falls due, the Collector shall 
charge interest on it at Gi per cent, jicr annum, from the date of its 
fallin;^ due to the date of payment: 

Provided that, whenever the Collector is satisfied that the default 
is due to inability to pay, and that the levy of such interest would be 
2 )roductive of hardshiji, he may, with the sanction of the Commi.s.sioner, 
reduce or remit it. 

(4) In charging pienal intere.st on ovewlne instalments not sus- 
jciided under rule iiU, the same period of l-'i days’ grace sliall bo 
allo*v'ed as in the case of jiayments of cesses, and thereafter interest 
shall be charged on the total of the oveixluc instalment at the same 
rate as the interest on the loan. 


l.j. (1) Interest shall be levied for the jieriod intervening 
Interest for iiit|irveii- between the date of the comjiletion of the loan 
ing period. cases in which loans are granted in one pay¬ 

ment), or between the dates of the jiaymont of the instalments (in cases 
in which loans are granted in instalments), and the date from which 
the first instalment of interest, consolidated with the firat instalment 
of the principal, becomes jiayablc. 

' ,(2) The interest leviable in such cases shall be demanded in a lump 
sum on the date on which the first consolidated instalment of principal 
and inteWst is madfe payable. 
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16. (1) Tho re-paymeiifc of the loan shall be made in accordijncc 

„ ,, , with the Table of Equated Repa\'merit*' of Takavi 

Table of repayiiieiit 

Loans, prepared by the Accountant-General, 
Bengal, similar to the annexed Form F, which shows the amounts of 
equal yearly payments iieces.sary to reiiay a loan advanced with 
interest at 6j per cent, per annum for any number of vears from one 
to twenty. 

(2) When the instalments are payable half-yearly, the sum to be 
paid each half-year shall be half the sum shown in the said Table for 
a yearly instalment. 

17. (1) Bejiayment shall be by yearly or half-yearly instal¬ 
ments. 


(•2) The date of the first instalment shall be the time when profit 

« i.» ■ ^ I be<fins to acci-ue, but shall in no case be later 

Ropayment by lastal- ri ’ 

lueiits, ilato of fiint than two and a half yeans from the date of the 
actual atlvance of the loan, or, when the loan is 


advanced in instalments, from 
instalment actually paid. 


the date of the advance of tho last 


18. The date of the last instalment shall not onlinarily be later 
,, , twenty years from the date of the actual 

ment, and principio advauco of thc loau, Or, whoii tho loaii is advanced 
XoiGU bo in instalments, from the date of the advance of 

tho last instalment actually }>aid, the amount 
of the instalments being fixed, in cases m which such a principle is 
apjilicable, with reference to the annual profit expected to accrue from 
the imjjrovement: Provided that the whole amount of the loan shall 
in all cases be repaid before expiry of the period for which the im¬ 
provement is likely to be effective. 

* * * 


20. (1) The realization of instalments or of interest may be 

SuBpension of iiiatal- suspended by the Collector on proof of failure of 
crops from causes beyond the borrower’s control, 
or of other exceptional calamity rendering the payment of instalments 
unduly burdensome to him. , 

(2) The Collector shall report every speh sus^iension •<§■0111 

missioner, who shall pass such orders on the case as may seem proper. * 

(3) No interest shall be charged for the period of suspensios/ 
total amount to be repaid shall remain the Same as before. 
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j (-I) The power of snsjx'iision of payments of instalments or of 
interest or loans which is conferred on the Collector by clause (1) of 
tins rule may bo exercised to the extent of Rs. 1,000 in any one case. 

(5) Notwithstanding^ anythinf:^ containc'd in clause (4) of this rule, 
in all cases where suspension of revenue or rent has been g-ranted on 
a large scale over a wide area, a snsjiension of payment of instalments 
due during the jieriod for which suspension of revenue or rent has been 
granted, shall be made by the Collector without reference to any higher 
authority, and the effect ot such suspension shall be to postpone for 
one instalment period at a time the p.ayment of all remaining instal¬ 
ments due on the loan. 

21. (1) The Collector shall, in no ease without reference to the 

Coinnnssioner, remit rciiai’inent of a loan ; and ho 

Roinisaion of loan 

may rccotninend rernisMon only in ca‘^e^ where a 
work fails from caiise.s beyond the borrower’s control, and where 
recovery of the loan in full would occasion serious hardship. 

(2) Remission may bo sanctioneil by the (Commissioner up to the 
amount of loan a (Collector may sanction, and by the Board nj) to the 
amount a Commissioner may sanction. Larger remissions rcipiire 
the sanction of the Local (lovernment. 

* * * 

2;3. (1) If at any time it is proved to the satisfaction of the 

MisapRlicatiou of Collector that any pait of a loan has been 
misapplied, he may, after recording in writing 
the grounds of his decision, and subject to the control of the superior 
Revenue Authorities, iiroceetl to recover the whole amount of the loan 
with such interest as may have become due thereon. 

(2) Before determining to take action under clause (I) of this rule, 
the (Collector shall take into eonsidei'atioii the expense of supervision, 
even when Jihat may have been supidied by the debtor himself. 

Supplementary Rules uavino eppect only in temporarily 
sET'n.ED Estate.s. 

25. When land is leclaimed from waste and brought under 
Reclamation of cultjvation by means of a loan granted under the 
vrj^gte land. Act, the increase in value derived from the 

improvement shall not be taken into account in revising the assessment 
of land-revenue on (he land, until after the expiration of a period, of 
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three years, reckoned from the beshinin<r of the harvest first reaped 
after such reclamation was cffecteil. 

• 

26. When land assessed at unirri<^tetl rates is improved by 
Improvement by inigation by means of a loan f^ranted under the 

irrigation Act, the increase in value derived from the 

improvement sliall not be taken into account in revisinjr the assessment 
of land revenue on tlie land— 

(it) if tlie irrigation is piovided by the construction of a new 
masonry well, until after the expiration of twenty 
years, reckoned from the beginning of the harvest 
first reaped after such improvement was effected ; 

(i) if the irrigation is providetl by the construction of a 
distiibutary from a canal, until after the expiration of 
a period of five years, reckoned as in danse ( 17 ) of this 
rule directed; or, 

(c) if the irrigation is provided by any means other than those 
hereinbefore in clauses («) and (^) spccifietl, until after 
the expiration of a period of ten years, reckoned as in 
clause (ft) of this rule directed. 

27. (1) For the purpose of carrying out any irrigation work 

Loflns combined Or protective work, such as a private tank or 
with free grunts. embankment— 

(«) which is likely either to lead ultimately to an increase in the 
land revenue, or to be necessary to secure the land 
revenue already assessed, and 

(6) which is beyond the capacity of the people, to be benetlfed 
thereby, to carry out without assistance in money, 
loans may be granted to a landowner, sufficient to pay for a portion 
of the cost of the work, a free grant being made of the remainder of 
the cost, the proportion of the free grant to the total cost depending 
on the property of the applicant and the marginal profit from the 
work; 

Provided that, without the sanction of the Board of Revenue, 
which shall only be accorded in special cases, the maximum amount 
of the free grant shall not exceed half the «aid total cost, or Rs. 500^ 
whichever may be less : • 

Provided also that the work be carried out to the satisfaction of 
the Collector, 
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(2) Should the amount of any loan made under clause (1), or any 
pait thereof, be misapplietl, or be spent otherwise than in accordance 
with the conditions on which the loan was maele, the whole amount 
of the loan shall he reco\ei-ablp as arrears of land revenue under 
section 7 of the Act. 

(•‘5) In deahnpf with loans and free "rants under this rule, the 
procedure prescribeel in rules 1 to 2:1 shall, mitfnfis ?iinfa!idis, be 
followed : 

Pro\idcd that the payment of any such free f^rant shall be deferred 
until the aj^reement in Foim 11 has been re"istere<l by the jjji'antee 
undei the Indian Rej'isti’ation Act, 1877. 

(t) The amount of any free "rant made under this rule shall not 
be included in the loan accounts, but shall bo shown in a separate 
account, and debiteil to “ Id—Minor AVorks.” 


Loans 

caaoa 


Swing. 

28. Nothinjf in these rules shall be dee. to affect any power 
epofiul Boanl of llevenub v the Ijocal Govern¬ 

ment to grant, in special eases, loans under the 
Act oil terms otlier than tliose hereinbefore presciibed or to affect the 
terms of any special agreement under wh'*’ '* Act 

has been, or may hereafter be granted '•l^ii-ad 

settlement. 



Speciat. Ri les under the Tjvnd Improvement Tjoans Act, 19 
OK 1883, FOR Thvcts Akfk(tei) bv Distress. 


]. These rules shall have effect in such ti-acts as may, from 
time, to time be declared by the Docal Govern¬ 
ment to be affected by distress. 

(I) On the first, warninfjs of distress, the Local Government 
will call ui)on the Board of Revenue to submit 
estimates of sums required for advances under 
the Tjand Improvement Loans Act, 1883, and will allot to each Division 
such amount as may, with reference to local conditions, and the district 
projifi-ammes of village relief works, seem to be nccessaiy. 


Appliontion of rnlos 


AUotniorit of funds. 


(2) Commissioner.s may di\ii1e the .sums .so allotted among’the 
di.slricts of their Divisions at their discretion, and may transfer 
as.signments from one district to another ; but the total expenditure 
witln'n the Division must be kept within the amount assigned. 


(3) If a Collector considers the allotment assigned to his district 
to be insufficient, he shall report the fact and his requirements to the 
Comuiissioner, who sliall, if possible, arrange for a transfer from 
another district, or report tlic matter, through the Board of Revenue, 
to the Local Government for oiders. 


3. (1) In distre.sscd areas, loans may be made for land improve- 

Loai.s coiiibiiv<'it iiieiits W’liich will afford employment to the poor, 
with fiL-c Kiaiits With tlie assistance of free grants-in-aid fi-om 

famine funds. 


(2) The general proportion of the free gmnt-in-aid to the total 
expenditure will be fixed for each Division by the Local Government. 

(3) The proportion in individual cases or classes of cases 
shall be fixed by the Collector, but the iircvious sanction of the 
Commissioner must be obtained if that proportion varies by more 
than 25 per cent, from the average proportion fixed for the Division. 

(4) Should the amount of any loan made under this rule, or any 
part thereof, be mis-applied, or spent otlierwpse than in accordance 
with tlie conditions on which the loan was made, the whole amount 
of the loan shall be recoverable as arrears of land revenue under section* 
7 of the Act. 


16 
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*4. (1) Subject to the j>rov i'^ioiis of tlioso lules, aihI jiroviiled that 

* theilisiriel allofnieiit is not excoetleil, Siib-ilivisional 

Powers ()P Raiictiofi ^ i* i. n • j 

OfTieers ami Famine Hebei tliaroe bupenntcn- 
flents, and also Dejnity Colleetoi's speeialU enipoHered by the Collector 
with the approval of the (^miutis-'ioiiei of the Hivision, may sanction 
loans (inchidin<^ free ^raiits-in-aid at the pioportion tived under rule 3) 
not exeeedins' lls. 1,000 in each ease, and the Collector may sanction 
such loans up to lls. .’5,000 in each case. 

(•2) Loans e\eeedin<r Rs. .'>,000 shall reipn're the sanction of the 
Commissioner, and loans exeeeilinis lls. 10,000 thi' sanction of the 
Board ; and the Cotnniissioner or the Board, as the ease may be, may 
call for such detailed [ilans and estimates, or for such jnofessional 
ojiinion on the project, proposeil, as may seem necessarv before 
sanctionino' am such loans. 

(1) A)i])lieations for loans ma\ be made oially or in writing 
to the Famine Relief Ciicle Ofllcer or Charge 

Api.licationa for I.mus • . l t j. iv rrm i. 

bupermtendent, or to any Itevenue Ofheer not 
below' the rank of a Kanungo. 


0. (1) iVn officer leceiving an a])pHcation under rule r> shall 

either make a local emiiiirv himself, or cause one 

Loc’.tI eii((imv • i. s 

to be made b_v a bamine Relief Ofticer not below' 
the rank of a Circle Officer, or by a Revenue Officer not below the 
rank of a Kanungo, or by some reliable non-official agency if 
available, for the purpose of ascertaining the particulars mentioned on 
tbe reverse of Form D. * 


* I —Mahal, field luimbcr, area of laiol on which woik is to ho executed 

1T —Rtatiis of applicant, ? c , whethev propiictor or tenant If a tenant, and the 
land holder’s consent is required, wliether the Inndloid ohjeets 

IIT —Socnrif3'— 

(1) Jf the*Iniid itself, or the land itself, toffother with an^" other land beloii^in^ to 
the applicant,—the value of the ap]dicant’B interest la such land or lands, and the 
nature and extent of ciicumbraiK.es, if any. 

(2) If personal,—the names and .status of the eo-surcties 

(3) If land hypothecated by collateral surety,—its nature and value, and the 
nature and extent of prc-CMstinj? encninbrancee, if any. 

IV —The work— * 

(1) Its estimated utilit^'^ and value. 

(2) Objections, if any, of third parties 

V.—Oates on which the instaltnents of the loan should be received by the applicant. 



(iRANT Ol'' ROAXS \M) Vl)\ VXCES TO AOI! ICU r/l'^ H 1 SfS. 


115 


( 2 ) A Kanuii<;?o or a Circle Olliecr .''hall be bO employed only 

when a gazetted officer i.s not available. * 

» • 

* 4f 41 

7. If the Famine lleliel' OHicer or the Revenue Officer 

, , ih not enniowered bv rule f to sanction the 

cation with report of loati, hc shall (raiisiiiit the a]*plicatiou with hi.s 
local euquiij report to the Collector or the officer 

who ordered the en([uiry, as the c.ibe mav be, jirovided 
that, if the leceiving or enquiring otlieer is subordinate 
to a Famine Relief Charge Supcrinten<leiit, or to a Sub- 
divisional Oflicor, he .bhall submit the ajiplieaiion to his immeiliate 
sujierior. 

8. Ill deciding whether the security offered is sutiicieut, the officer 

(le.iling with the* aj)j)licatiou shall be guided by 

Kocuniv 1, • . , 

the follow mg princi]»les .—• 


(i) Where the amount of the loan <loes not eveeeil three-fourths 

of the value of the applicant’s transferable intcre.st m 
tlie land after the improvement li is been matle, no 
collateral security need he roipiircd. 

(ii) Whore the aiiplicant’s interest iu the land is not sufficient 

of itself to guarantee the re-payment of the loan, 
fiirtlier .security shall he required,which may con.sist of 
transferable interests in other lands belonging to the 
ap[)licant or to other persons willing to become his 
sureties, or of iier.sonal security. 

(ill) Where a bod^' of live or more co-villagcrs bind themselves 
jointly and severally as contemplated in section if of 
the Act, their personal .security will generally be 
sufficient ; and such officer may, if empowered by rule 
■1', at his discretion advance on sne-h security an amount 
not exceeding iive times the annual assesisment of the 
land held by such villagers. 


9. (1) Where any application submitted refers to a project 

already eiitereil in the district jirogramme of 
village relief-works, the information given in the 
programme and in any'plans that may have beert 
firepared for the wmrk, may be referred to* iu 
dealing with such application. 


Principles to be ob¬ 
served in determirnrifj 
the amount to be ad¬ 
vanced. 
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(2) III (k‘tern)inini*’(he anionnl of (he loan in sucli cashes, the 
oflicer dealing Milh the n])i>hca(ion s-liafl follow (he estimates of cost of 
the works as givon in the said |)ro>>’i-ainine. For other works the rate 
shall not exceed the ordinary local rate by more than 25 per cent. 

10. If the pio 2 )osed \vork he a])|)roved by the enqiiii-inf' ofheer, 

and if the seennty oft’ered be f^ocHt and sutticient, 

rr<«-C*(lnro «• i i i • 

ho n\a>, on coni)>lolion ot (he local enqnuy, 
sanction tlie loan hniiself if ennioweied by iiile 1 to do so , otherwise, 
he shall forward the ajijilication wi(h Ins i€‘])ort for ouleis under 
rule 7. 

11. If the loan Is sanctioned in the \dIage hy an otlicer other 

D,sl:,i.is.'i„.-..tofloiow than the Colleelor, (lie saiie.tloiiini-' ollicor, after 

on tln.'s|iut lilliiio ill (he paiticnlavs iiientioiied on (he reverse 

of Form l)^ and (akiii” (he socnidv if((mred by inle 1.‘3 may, if 
so (h'siicd b} (lie ap^ilicaid, disburse (be loan on (lie s[)ot Loans or 
instalments of loans sanetioned by the (killeetoi or nnv bio-lier 
anthoiity may also be disbiiised in tlie v ilKi'^e bv Sub-divisional Ollieer.s 
and i’ainnie llelief (’barj^e Sn|H‘nnlondents, and b\ Dejnitv Collectors 
cm)lowered vnidei ink 1, and by an\ reliable non-oltieiid ai^eney, 
whcie available, 


i’lovided that, when an_\ loan is payable in more than one instal¬ 
ments, the second or ain subscipient instalment sliall not be jiaul by 
the vlisbiirsiii'a; ollicor, except as provuUnl in nile Ki. 


I ntt'i t 


15. Intercut shull bo oliar^vd ji( oiio jinii.i poi* rii[>oc, or O 4 per 
eoiil. ]>er annum, execjit in the ease of a mi.s- 
aiiplieation of the loan, when interest shall be 
cbaroetl at double the above rate, as jirovidiHl for in rules 22 and 2 d. 

1(>. Loans shall ordniardy be «ivon in three instalments, viz., 
I’livTiuiit of Loans tw o-lilt li.s before the work lias Viecii eomnienccd, 
iiy iiistiiiMiciii.'* two-tifths when it i.s a]>]iroxlmatel,\ half finished, 

and one-lifth wlien it has been jiasscd as coniiileled after due inspection. 


17. (1) llei>aymcnt sh.all be made by yearly or half-yearly instalments. 


(2) The date of the first instalment shall be the time when 


Rcpajmi-nii by ins- 
tnhnonUs , Uatc ol in- 
^taliiiunt 


lirofit begins to accrue, but shall in no case be 
later Ilian two-and-a-half years from the date of 
the actual advance of the loan, or, when the 


* Sec fcot note on p. 114. 
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Date of last lU’^tal- 
ment, and principle 
on ^vincli inataliiK'iifH 
should be fixed 


loin is advanced in instalments^ from tlic date of the advance of the 
last instalment actually taken. 

18. The date of the payment of the last instalmoiil. shall not 
oi'dinaiily be later than twenty years from tlio 
date of the actual advance of the loan ; or, when 
the loan is advanciHl m inst ilments, from the 
date of the ailvame of the last instalment 

actually taken, the amount of the instalnunts beuif,;' lived, m eases 
m whieh such a principle is ajiplkable, w ii li rel'erenec to the annual 
profit e\])ectc<l to accrue from tlie improvement , 

Provided that the whole amount of the loan, or swell portion of it 
as w'lll be iceovcred, shall m all oases he repaid hefoie the expiiy 
of the period for which the imi>ro\cnieiit is likelv to he effective. 

19. (1) Tn the case of a loan oranted liy iiistalinenls, if the 

„ . aiiplicant, after takni"’ one or moie instalments, 

Cloaurr of loan on ^ ^ ’ 

fHiluro to tnlu lustul- fails lo take any other inslalinent within si\ 

ment, (tin. Weeks from the date on which he is entitled to 

it, tli(‘ Collector may doelaro the loan closed 

{'Z) The total of (he instilments taken by the a|)phcant shall then 
constitute the loan, which sh.ill he (reateil as havinj' been fully paid 
on the date on which the last instalment was actually taken ; and 
a fresh arrano'cmeiit for ie|iaynient shall be made In the Collector 
consistent with rules 17 and IS. * * * 

ao. (1) The ro.ali/ation of inst.ilmenfs or of interest may he 
Siisponsioii of instill- suspended, by the order, and at the discretion, of 
ments, or ot intoiest (^olletitor. Oil proof of failure of crops from 

causes beyond the borrower’s control, or of other e\cc|)tional calamity 
rcuderinjr the jiaymeiit of iiistalinents unduly buidensorne to him. 

(2) The Collector shall report every such suspension to the 
Commissioner, who shall jiass such orders on the case* as may seem 
proper. 

(3) No interest shall be charged for the period of suspension. 
The total amount to be rep.aid shall remain the same as before. 

( t) The power of suspension of p.iymeiits of instalments, vvhi@h 
is conferred on the Collector by clause (1) uC this rule, may be exer¬ 
cised to the extent <j£ Rs. 5,O00 in any One case. 
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(o) Xotw itlistaiuliaijj (outuiiied in L-laHj.e (4) of this 

iTilc' m ill! fascN whore su-iiouMoii of leveimc or lent hat? been fri-anted 
oil a lai'H;e se,iIo over .i wide area, a su-'peiision of payment of instal- 
inenlN vine diiriiie' tlie period for whieh •^iispeii.sioii of lev'eniic or rent 
haf> been 'j;iantedj Nhall be made In the Collector without, reference 
to any hi^^hei authority, and the effect of such susiieusion shall be 
to postpone foi one instalment period at a tune the payment of all 
reiuaminji; instilments due on the loan. 




I Mtt'l CMl to III lc\ II ll 
itl till* 1 .ISC ni nils. 
a|>|il]( .) t It HI •)! Itjnri, iti 

oi <liM(»v(‘ry tit iin- 
tiuth oi hr.itciiHHit s 
niixit' l>\ Hpjilit an! or 
hlH hUlul U'H 

their bond prolb , iiu. 


(I) If at anv time it i.s proved to the .satisf.iction of the 
Collector tb.it anv jiart of a loan has been 
misapplied, or that it is not boiii"’ sjieiit on 
the woik for which it was intended, or that 
the st.demeiits m.iile by the ainibc.int in bis 
ap[)hration for the lo.iii*** or by his siiieties in 
eollatei.il seiMiiitv, .‘s to the nature aiul evtent of 
tile eiKMiinbr.iiicos on the mimov.ible projieity ))h“ilo(Hl as security 
for the repavineiit ol the loin, :ue in jiny p.irtieular untrue, the 
Collector iiiiiv, after leeoiilmo-m vv ritmo-tin-o’roniids of bi'decision, 
and subject to tlu' control ot the supeiioi Ueveniii' Autbonties, 

pioeei'd to lecov'er the whole amount of the loan, with such 
interest as may have become due tbeieon .it the late of l‘.Ji jiei cent, 
per aniuuii, from the d.ate on wbieb the loan was made to the date of 
recovery'. 


(‘Z) before determiiiino to take action under clause (1) of this 
rule, the Collector shall take into consideration the e\pense of 
supervision, even when that may have been supiibeil by the debtor 
hiniself. 

28. (1) in the cireuiiisfances desei ibed in i iile 22, interest shall 

inteiest toi iiiuaveu- levied at 12 J per cent, per annum for the 

mjr l)eriiiii pel u«l lilterveiiiiie;' between the date of the 

completion ot the io.in (in eases in vvbieli loans are {>'rante<l in one 
payment), orlbetvveen the dates of the payment of the instalments (in 
cases in vvliieh loans are <fianted in instalments), and the date from 
which the lirst instalment of interest, consolidated with the first instal¬ 
ment of the prineijial, becomes payable. 


^ (2) The interest leviable in such cases bh.all be demanded in a 

liin^ sum on the date on which the first consolidated instalment of 
principal and interest is made payable. 
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24. If the work for which a loan is made is cai ricd out tp the 
Form of remiMion of sa( Isfactioii of the Collector, and in, accoidance 
part of loan. with the conditions imjCKdl*} these lulcs, and 

if it is necessary to <riant some remission, it shall fake (ho form of a 
remission of land revenue. The loan with interest shall oidinaidj^ be 
recovered. 



Ri r.Ks i NDKit Tiin Ai!H rfCT.TriiisTs’ TiO^^■.s Act, 12 or 1881'. 


]. 'I'lio (’<)lloc-(or in:«\ sanction loans of sums not exceeding 
i t.i wiiuioii oa&o. Sub-divisional Officeis, and 

''"U's Doputv Colleotor who may be specially 

cmiiowercd m this behalf by the C'ollector w ilh the apln•o^al of the 
Coinmis-^ioner may sanction loan-, not execrtlinfj- Rs. 250. Roans 
esceediii}.;' Its 700 shall i(‘(|Uiie the sanction of the (''oniinissioner, and 
loans exceedin*^- Hs .'i,0t)0, the sanction of the Bonnl. 'I'he district 
allotment niav not be cxecedcil nithont the sanction of the Com- 
niissioner. 


2. Applications 

A|'ll|lCMlK)n tu IV llOMI 
It) 1)0 iimtit 

Collector. 


for loans may be picsented to the Collector or to 
an^' other Revenue Oflicer not below the rank 
ol a Kanunoo aiithoi iscd in this behalf by the 


;5. ^i) A]iplications may be made oially or in writings. 

* * * 

4. (i) A Revenuo OHicer receiving; an ajijilication under rule 

2 shall either make a local cmpiirv himself or 

LeOHl C'(I<1UI1S 1 ^ 

cause one to be made by another Revenue Officer 
not below the rank of a Kanuii<so or by .some reliable non-offieial 
a^eiicN, if aiailable, for the piiiposc of asceitainiii"' the [laiticiilars 
mentioned on the reverse of Conn A.* 


* 1 - Fu'ltl mimlx'r, anti aioa of IhimI on ikxI or oc( n]>ic(l by aj)i>lKant, ni)(l Mahfil 

1M )) llK ll ll JS sji uutctl 

rr StntuHol .ijiplicajit, tliat a) liotbor ]>r(>pi lotor or truant. 

IIT - Sot 111 

(i) If an inrcrc'-L of (bo ai»plicaut in ininiovablo property, the nature anti 
value of that lutciOHt, anti the imtiuo nnil extent of pre-cxi&tm^ 
cut. uinbi anct's thcicon, it nny 

(n) AYIifio surctitw cffoi pcrsimsil sociinly, then number, names, residence, 
btatu-i anti nuTms 

(in) If iiroiR'ity other than the land itself, its nature and value, and nature 
and (‘xti'iit of eni iiinbrances, if any 
IV ‘ llopayinont - 

(i) Suitable d.ito for first inv,tnhnent, 'With roferenco to the circumstances 
under wliicli the I6tia is applied for 

• (ll) Proposed instnliiiciits and jieriod of repayment 

•Vs—Date on which the loan or any instalment thereof should be received by the 
applicant. 
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Seoiirity. 


(ii) A Kanungo shall be so eniiiloyed only when a gazetted officgr 
is not available. " . 

5. If any Revenue OfDcer is not enii>owered by ruI6 1 to sanation 

_ , Cl tl'O loan, he shall transmit the application with 

SnbrniBSKin or aiipli- ' ' ' 

cation with ropoit of his report to the Collector, or to the ofliecr who 
local emiuiry oixlci'cd the enniiiry, as the ease may lie, provided 

that, if the receiving or eiupiiring otllcer is siiboiilinate to a Sub-divi¬ 
sional Oflicer be shall subniit it to the Sub-divisional Officer. 

6. The L/ocal Grovernment may, by g'eneral or special oirler. 
Delegation of fmio- eiiiiiower any person to perform all or any of 

the functions of a Collector or of a Rev'enue Officer 
referred to in rules 2, 4 and 

7. (1) Wlion the applicant possesses an interest in immovable 

properly of value sufficient to secure the whole 
Seoiinty. , , • . 

amount that may become jiayablo in rosjicct ot 

the loan, bo shall mortgage that interest, or a sufficient portion 

thereof, to tlio Oovernmont as security for the payment of that 

amount, and no further security neetl ho rcipiircd from him. 

(ii) When the applicant does not jiossess an interest in immovable 

property of such value as afbresaid, he shall piocnrc some person or 

persons to become liis surety or sureties for the payment of the said 

amount. 

(m) When the sureties are a hwly of village residents who hind 
themselves jointly and sevcially to the Government for the payment 
of the said amount, their personal security may be accepted, provided 
that the sureties have executed ii bond * * * 

other cases, the security given by the surety or sureties shall consist 
of the mortgage of immovable proiierty. 

(iv) The Collector must in every case satisfy himself that the 
security offoroil in whatever form it is given, is sufficient to guarantee 
the repayment of the loans, and when he i.s of opinion that security 
other than land is sufficient, such security may be accepted. 

8. If the loan applicil for is one that can be gi-anted under the 

provisions of section 4, sub-section (1), of the Act, 
Procodnre. . . i ■ i i ^r. • 

and if the security offeued is good and sutheient, 

the officer dealing with the application or the Collector, when the 

application and report have been transmitted to him under rule 5f 

may, on completion of the local cnijuiry, sanction the loan himself, if 

. 16 
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empowerwl by lule I to do so; otherwise t bo Collector shall forward the 
api))icati«n, witli his report thereon, to the Commissioner for disjiosal. 

0. When* the Revenue Officer, rather than the Collector, has 
D.si,nrs,_.mc.ntofioa„. powor Under rule 1 to sanction the loan api>lied 
on tho Hpot )io may, as soon as the local enquiry is com¬ 

pleted and the f)articulars mentioned on the reverse of Roim A* are 
fdled in, take the seemity required by rule 11, sanction the loan, and, 
if so dcsiiod by the ajiplicant, dishurbO it on the spot. Loans or 
instalments of loans sanctioned by the Collector, or any higher 
authority may be disbursetl in the vdlage by Snb-dii'isional officers and 
Deputy Collectors empowered under rule 1, and by any reliable non- 
offieial agency, where available: 

Provided that disbursement on the spot may not in any case exceed 
Rs. 500 for a single item : 

Proviiled also that, when any loan is payable in more than one 
instalment, the second or any subsequent instalment shall not be 
passed for payment by the sanctioning officer until he has had an 
enquiry made locally and satisfied himself that satisfactory progress 
is being made with the work for which the loan was sanctioned. 

12. A cojiy of the ortler granting the loan shall be given to the 
Payment where to bo apiilicaiit, and, on presentation thereof, payment 

of the loan or of any instalment of the loan may 
be made to him either at the district or the sub-divisional Treasury, or 
on the spot under rule 9. 

13. (i) In the case of a loan granted by instalments, if the 
tioauro of loan on applicant, after taking one or more instalments, 

faiiarc to take inetol- fails to take any other instalment within six 
inont duo weeks from the date on which ho is entitled to it, 

tlie Collector may declare the loan closed. 


(ii) The total of the instalments taken by the applicant shall 
then constitute the loan, which shall be treated as having been fully 
paid on the date on Avhich the last instalment was actually taken; and 
a fresh arrangement for repayment shall be made by the Collector, 
consistent with rules 17 and 18. * * * 

14. (i) The ordimyy i-ate of interest on loans shall be 

one anna on the rupee, or 6i per cent, per 
annum. 


Interest on loans. 


See foot note on p. 120. 



ailANT OF lOANS AND ADVANCES TO AOllICUETU^ISTS. 


123 


(ii) The Local Govenirnent may, for special reasons, and on sjiecial 
application through the Eoard of lleveuue, sanction a loan at a lowftr 

mte of interest or without interest. * 

• 

(iii) If any instalment of principal or of interest, or of consoli¬ 
dated principal and interest, is not paid when it falls due, the Collector 
shall charge interest on it at Ci per cent, per annum from the date of 
its falling due to the date of payment: 

Provided that, whenever the ('ollector is satisfied that the default 
is due to inability to pay, and that the levy of such interest would bo 
productive of hardship, he may, with the sanction of the Commissioner, 
reduce or remit it. 


(iv) In charging penal interest on overdue instalment not sus¬ 
pended under rule 20, the same period of 15 days’ grace shall he 
allowed as in the case of payments of cesses, and thereafter interest 
shall be charged on the total of the overdue instalment at the same 
rate as the interest on the loan. 


15. (i) Interest shall bo levied for the period intervening between 

liitorost for mtorvon- tho date of the comiilotion of the loan (in cases 
ing period which loans are granted in one payment), or 

between the dates of the payment of the instalments (in cases in which 
loans are granted in instalments), and the date from which the first 
instahneut of interest, consolidated with the first instalment of the 
principal, becomes payable. 


(ii) The interest leviable in such cases shall be demanded in a 
lum 2 i sum on the date on which the first consolidated instalment of 
principal and interest is made jiayable. 


16. (i) The reiiayinent of the loan shall bo made in accordance 

with the Table of Equated Repayments of Takavi 
Tabio of repayment. Loans, prepared by the Accountant-General, Ben¬ 
gal, similar to the annexed Form F, which shows the amounts of 
equal yearly payments necessary to repay a loan advanced with interest 
at 6jf per cent, per annum for any number of years from one to 
twenty. 


(ii) When the instalments are payable half-yearly, tlie sum.s to^ 
be paid each half year shall be half the sum shown in tiie said TaWe 
for a yearly instalment. 
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17. llcpaymenfc sliall lx; by et|ual(Al yearly or balf-yoarly instal- 


Jlcpavm<^nt by iiisUil- 
iiifnts, rlato oi 


mcnts, the dale of (he first instalments being 
later than one year from the date of the actual 


JllBtjllllUMlt. 


aihanec of tlie loan, or, when the loan is ad- 


venced in instalments, from the date of the lulv'ance of the last instal¬ 


ment actually ^laid. 


18. The date of the last instalment shall not be later than five 
yeais from the date of the actual advance of the 

Datooflfisfc instu)’i)t‘ 7 ii. ... 1 • j 1 

loaii^ or^ when tlie loan is auvanceel in instal- 
inontsj ten years fioni the dale of the a^lvance of the last instalment 
actually paid. 


1!). I'hc dates I'oi payment of instalments (annual or half yearly) 
sliall be. tived b> the (lolleetor, with the sanction of 

Date of loliaymciita ,, ,, ' ,. , ,, r 1 • V i 

of loans tlie t oininissioiuT, loi each tlian.i ot Ins dustnet, 

witli rcferenco to tlie season when ie]ia\ment can most easily be made. 


Tho hoa'sou at wWuli tan most easily be made will 

oidinanly bo tlie tune >\lieri ^^lown 1o. wilo arit tuVon to market In jnto 

diatncta, for lualiinoo, iL ^^ouM jnobabl^ bo bost (t> [noMth' for i op.\^ inont by ono 
niHiual jo'^t.ilnu'nt oi Soptionbcr, nlj.'ii t)»«'juLi* i ioj> is Bold, ovccpt jm cases wliero 
tlio borrows or hi ruse If profora to pay in ta <> \ < tixly iiistulmontB 

20. (i) Tlie I'eali^afiou of instiiimcnts or of interest may be 

suspended by tlie ('olleetor on proof of failure 

Suspotiflion of iiistal- * 

inonts or of intfiost of cro]'-^ from causes bcv ond the borrower s con- 
trol, or of other o';cc[)tioiial ealamity rendering (he payment of 
the instalments unduly bnidensonu: to him. 

(ii) The Collector shall report every such susjiensioii to the Com- 
hiissioiier, who sliall pass such orders on the case as may seem 
proper. 

(iii) No interest shall be. charged for the period of suspension; 
the total amount to be repaid shall remain the same as before. 

(iv) 'Wio iiower of .susjx>nsiou of payments of instalments or of 
interest on loans, which is conferred on the Collector by clause (i) of this 
rule, may be exerciseil to tiie extent of lls. 700 in any one case. 

(v) Notwithstanding anything contained in clause (iv) of this 
rule, in all cases where siisjionsion of revenue or rent has been granted 
,on a large scale over a wide area, a suspension of payment of instal- 

, ments duo diinng the period for which suspension of revenue or rent 
has been grante<l, shall he made by the Collector without reference to 
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any higher authority, and the effect of such suspension shall be to 
postx)one, for one instalment period at a time, the payment of all re- 

mainina instalments duo on the loan. 

^ • 

21. (i) The Collector shall, in no case, without reference to the 

Commissioner, remit repayment of a loan ,• and 

Remission of loan ^ ^ ^ 

he may recommend remis.sioti only m eases wheie 
the recovery of the loan in full would occasion seiioiis hardshi}). 

(ii) Kemission may be sanetionetl by flip Commi.ssionpi up to 
the amount of loan a Collector may sanction, and by the Board up 
to the amount a Commissioner ma^' sanction. fiarger remissions 
.shall, in all cases, rec^uire the sanction of tlie Local Government, 

22. (i) If, at any time, it is jiroved to the satisfaction of the 

Collector that any part of a loan has been 

Misapplication of loan. • i i pj t • 

misapplied, lie may, atter rccordinj^ in wntiii" 
the grounds of his decision, and subject to the control of the superior 
Revenue authorities, proceed to recover the whole anioiint of the loan, 
with such interest and costs (if any) as may be payable in respect 
thereof. 

(ii) Before determining to take action under clause (i) of this 
rule, the Collector shall take into consideration the expense of super¬ 
vision, even when that may have been supplied by the debtor himself. 



(See Rile 16, p. 123.) 
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CHAPTER III. 


]IrLTKP op InDP^BTEI) AGllICITBTtTRTSTS. 

[lirti'/H-h I'loni I he Pioceedmffs of the Governor General’s Council, 
dated the 20th June, 1878.^ 

Bomu\i Im3Kbt>;i> AoRioui-TumsTs’ Relief Bii,e. 

'IMie ir<)\’iu.K Mu. (^oc'Ki-.REt.i. sai<l tluR, the proposal to lef;islate on 
tins snbp'ot nnsonoof llic results of the invcstif>ation conducted, ami 
(ho ropoit iii.ulc, by (ho Deccan Riots Cornmi.ssion in ref^ard to the 
very sei ions distiirhanoes which took place in certain ilistncts of the 
Boinhav Presidency about three years af^o. 

* * * ■fc * 

Tlio investij;alion instituted by the t'omniission had elicited a 
mass of \idiiable infoiination in icfsard to the dealnif^s betueen tlie 
ryot luid the money-lender, and as to the condition and cncoms- 
taiiees of the a^'i leult oral industry j^cncrally m the Deccan 
dislrict.s. 'I'lie f.iot of tlte oxtremo indeblediiess of a larj^o section 
of (li*‘ a^iieultuiists ui tlio ilistricts in which tlio investio'ation 
uas made had been conclusively established: nor was this fseneral 
stale of debt, tliouf^li it had assumed much larger dimensions 
of late ) ears, of recent origin, it had existeil in some degree almost 
from the tune of (he compiest of the Deccan and its annexation 
to British teiritory. Theio had, however, been intervals of jiros- 
perity . the .scttlenicnts of lS.‘5(5-.‘i7 recognized for the first time, 
or creatdt, (he agriculturist’s proprietary interest in his land, and this 
gave him a considerably enhanceil creilit with the money-lender; then 
the construction of lailways and luiblic works, and the stimulus given 
to the cultivation of, and tiade in, cotton throughout these districts 
by the American Mhir, followetl in succession, causing a free expendi¬ 
ture of money and consequent rise in the value of agricultural 
protliice. Tlii.-s tide of pro.sperity began to ebb after 1866-67, and 
by 1870 piices hail fallen, agd an adverse state of things set in, which 
eulminaled in the disturbance- of 1875. The small ryot’s condition 
had been rendered worse fiiither by a marked increase of population 
without any corresponding expansion of the area under cultivation, 
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or the productive capacity of the land; he had also contracted habits 
of increased expenditure on personal comfort, which in his less 
prosperous circumstances he ivas loath to foregfo. 

As an illustration of the extent of indchtedncss and hopeless 
embarrassment which had been reachetl in llie case of some of these 
ryots at the time of the outbreak, he (Mr. t’ocKEiiEi-t.) would quote 
some statistics furnished in the Commissioner’s lle]iort. ’fhe ])articn- 
lars in this respect of some twelve villa;jes .selected at random had 
been recorded, showing? an a<r;»re”fate book-sleht of nearly two lakhs 
of rupees, whilst the revenue assessment of the debtors’ lands 
amounted to about rupees 10,000, and their ])ropiielary interest in 
the same was estimated to be equivalent to ten years’ revenue; so 
that the total debt in these villa^'es was double the full value of the 
entire land belon^in" to the debtors. This would .seem obviously to 
jioint to the conclusion that the consideration actually passed to the 
debtors in these must have been wholly disproportionate to the sum of 
their recordcil oblijrations; for under no other hypothesis could the 
money-lendinj^ creditors carry on their business, where the value of 
the security was so much below the outstanding' debts representetl by 
it, without absolute ruin. 

This conclusion, as to the extreme dispaiity between the extent of 
the accommodation actually obtainctl by the borrower and his recoidod 
obligation in respect of it, was fully corroborated by the facts which 
had been recordetl by a member of the Commission in regard to this 
question. Ife (Mr. Cockerem.) would cite a particular case—an 
extreme one certainly, but one that had been brought to light in the 
course of the enquiry. A ryot had liorrowcd rupees 10, and at the 
end of ten years from the date of the loan, his account with his 
creditor stood thu.s: he had |)aid rupees 110 and still owed rujiees 
220. So that in the short space of ten years-, through the process of 
repeated renewal of bonds in which compound interest at high rates 
was added to the principal, his debt liad been made to mount up to 
thirty-three times the sum actually borrowed by him. 

The causes of this extreme indebtedness had been recorded in 
much detail in the report of the Commission, and the possible effect 
of the Government revenue assessments and the state of the law 
applicable to the relations of creditor and debtor, in conducing to th;e 
embarrassments of the agriculturists, had formed the subject of close; 
enquiry and full discussion, not only in the general report, but also in 
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th* sppavalo mimitca or memoranda which had been recorded by some 
of the mc^nbers of (lie Commission. Foremost amongst the causes of 
the exislinj; ewmplications were (1) unfavourable conditions of soil 
and climate; (,l) ineioase of jmpulation in excess of any increase in 
the local supply of means of supporting such population; (3) the 
obligations of aneestial debt; and (1) the money-lender’s custom of 
inordinatelv enhancinf' the orij^iiial debt by charpjes of compound 
iriti'rest at liio-li rates, and constant exaction from the debtor of fresh 
bonds or other instruments of oblip^ation. 

An additional recorded cause of the pjenend increase of debt 
arnono'st the r\ots of late \cais was the fi^reater facility of obtainiiifr 
credit on inadcipiate security, brou<^ht alioiit thr(>u<>h the more active 
jirosceiition of the moiiey-leiidini' business by a lower class of noifkms. 
* ^ ' * * • * 

ryots in these distiicts held tlieir lands under direct engagement 
with the (ioverninent, the jiossiblo connection of tho revenue system 
with, and its partial responsibility for, the poverty and embarrass¬ 
ments of the people became an im|ioitant subject of empiiry. Tbe 
report of the Commission, whilst it did not show that the assessment 
of the land (i\ed at the latest revision of settlements jiressed with 
undue harshness upon the riots, exjiresseil the opinion that, in the 
peculiar conditions of the Deccan, a.s regards climate and the 
productive capacity of the sod, the fixity of tho Government 
revenue demand ojierated adversely to the direction of keeping 
tho cultivator free from the need of recourse to borrowing. A more 
elastic system under which the demand would better corresjxind in 
])(aint of time with his own lealization of jirofit from the Ityid, 
without at the same tune introilucing to too great an extent the 
clement of uncertainty as to the amount of the demand, would, it 
was represented, be more suitable to the exigencies of the ease. 
The present state of tho law lelatiiig to the administration of 
justice amt the proceilure of the Civil Courts, in so far as it 
governcsl or affected the dealings between the sowkars and the 
ryots, was fully considered and dwelt upon in much detail in the 
report of tho Commission. It was held that tho difficulties of the 
ryot had been greatly increa.sed in his earlier borrowing transactions 
* wjth tho money-lender through the change in the Law of Limitation 
a.s regards the jieriod allowed for suing on contract-debts which was 
introduced by the Act of 1859. Previous to the operation of that 
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euactmeiit, the law j^avo a peiiotl of twelve ^cars, and in practice it 
was found that the creditor was content to allow debts Jo run on 
without any settlement of accounts, and hearin** tjmple inteiest at 
tlie ordinary rate for ten or eleven years; whereas after the change in 
the law, the custom of coming to a settlement and renewing bonds on 
the terms of adding interest to the amount of the original obligation 
every second year gradually spuing up and had become one of the 
chief causes of the root’s embariassnienfs. At each recurring 
renewal of a bond or other instrument of obligation, the opportunity 
of enhancing the proportions of the previous debt by the addition of 
fictitious charges of various kinds was largely taken advantage of 
by the money-lender, and the effect of a renewal, even where no 
additional consideration was given, was freipiently to double the iire- 
vious debt. 

The mode of dealing wuth eases between the soiokor and the ryot 
when brought into Court, and flic whole pioceduro of the Civil Courts 
in reference to sueli cases, w'crc wholly to the advant.ige of the 
creditor. He could, by collusion with the Court’s oflicers, delay or 
prevent the service of the usual jirocess giving notice of his claim 
being about to bo adjudicateil; and where this fraud was not 
resorted to, the ryot, from his incapacity, through ignorance, to 
set up an answer to the plaintiff’s claim, or his inability to give the 
time reipiired for a possibly prolonged attendance at a distant Court, 
put in no appearance; and so it rcMiUetl that, m the case of an 
overwhelming majority of suits instituted by the money-lenders, the 
Courts granted e.v jiarte decrees. 

It was shown further that the sowkar, having thus obtainejl a 
decree without any examination of the circumstances of his claim, 
had thereby acfpiired a fresh instrument of oppression and exaction; 
for under the the pressure of the process issued by the Court in 
e.xecution of the decree, he coukl extort from his judgment-debtor 
almost any terms that he chose to impose upon him, *the fear of 
having to go to jail ujion the issue of a warrant of arrest being 
sufficient to induce the latter to agree to anything. 

That warrants of arrest were largely aiiplied for with no bond fide 
intention of imprisoning the debtor, was ^clearly established by the 
very small proportion of cases in which such imprisonments had 
followed on the issue of wariants of arrest; for, seeing that tJie 
average ryot would only in the gravest extremity voluntarily 



1S2 


11KI,IK1' OF INUEBTKI) AGltlCliI-TUJlIhTS. 


exj^atriatc himself for any considei’able period, the hyjiothc&is that 
he could e\ado a real aud active jiursiiit with tlie object of apjire- 
hendinjr lum w|is wholly untenable. Ample evidence was elicited 
in the enquiries of the Conimibsion to show that the worst twist 
was ^iven to the lyot’s coil of iiulebtcdness after his creelitor 
had obtained from the Civil Court a decree af^ainst him; for the 
decice formed the basis of a fresh agreement and starting point 
111 a further chain of embarrassments, in which the terms exacted 
fioin the debtor were more ojipressive than those which marked 
the stages of bond-renewals to avoiil hinilation. 

'J'o leniedy this state of things, the report of the Commission recom¬ 
mended two |>rojcefs of special legislation : one, designed to jirotect 
the debtor m his early dealings with his creditor and mitigate 
the dillieulties of his position during tlie first stage of those dealings, 
i.e, the jieriod befoie the institution of a suit against him m the 
Civil Court; the other, for the ainendment of the existing law relating 
to the execution of decrees. 

****** 

111 addition to those legislative juoposals, tlie Conimissioiiers 
furtlicr Iocoinmeiided, in view to checking tlie prevalent ])raclice of 
granting decrees e.r the establishment of special Courts for the 

trial of small causes, which should hold tlicir sittings in the 
villages in or near winch the jicrsons against whom suits w'ero 
instituted lesidcxl, so as to bung the ailministration of justice as near 
as jiossible to the home of every person sued in connection with 
his borrowing tmiisactions, and that the Native Judges of the 
regular Civil Courts should be einployctl in making tours of inspec- 
t'ou of these special village Couits within the local limits of their 
jurisdiction respectively, so as to insure regularity aud uniformity of 
practice ill tlicir procctlure and action. 

* . * * * * * 

Ill the opinion of the Hoinbay Government, there was no other 
way of acting on the rather vague suggestions of the Commission, that 
greater elasticity in the regulation and recovery of the revenue 
demand was iieoiled, than reverting <o the old system of taking 
•the Government revenue in kind—a retrograde course which that 
(iovenimeiit could never agree to. A fluctuating demand, on the 
other hand, under wdiich the revenue-payer would never know what 
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claims he might have to meet, would, by introducing the eleiuent 
of uncertainty into the relations between the Government and the 
ryot, produce a greater evd than that which it -was designed to 
counteract. 

Some reference had been made by the Commissioners to the system 
of revenue administi-ation obtaining in Madras, where similar 
ryotwari settlements inevaded; but it was sliown in the minute 
recorded by a member of the Bombay Council which accompanied the 
letter of the Local Government above mentioned, that in point of 
fact the grant of remissions in seasons in which, through drought 
or other untowaril circumstances, there was an extensive failure of 
crops, to which the reixirt of the Commission had made allusion, was 
as much the practice in the revenue administration of the Ueecan 
districts as in that of the Madras Presidency. 

As regards the effect of the present law and system of ad¬ 
ministration of justice in bringing about or eontilbuting to the state 
of things brought to light through the investigation of the Com¬ 
mission, the Local Government were clearly of opinion that the 
change in the Law of Limitation introduced in 1859, which so 
materially shortened the i^eriod within which suits njion breach of 
contract would he, and the procedure of the Civil Courts under 
which so many decrees were given on an entirely c.r parfe view of 
the money-lender’s claims, were the causes of much of the ryot’s 
embarrassments. They accordingly exjiressed their concurrence in 
those jirotcctive measures advocated in the report of the Commission, 
which embi'aced,—(1) the establishment of public notaries for the 
preparation and registration of in.struments to be executeil by.the 
ryots in favour of the money-lenders, by way of security for the 
repayment of loans; (2) the enforcement of the grant of receipts 
for money paid, statements of account, and pass-books by the soicLar, 
on the requisition of the ryot ; and (3) an imiirovetl mode of trial 
of suits upon money claims by the Civil Courts; and ’they pressed 
upon the Government of India the expediency of reverting to the old 
Law of Limitation in force previous to 1859 in respect of suits upon 
contracts. 

The Local Government further, in connection with the recom¬ 
mendations of the Commission regarding an improved method oi 
adjudication of claims for the recovery of debts in the .’Decean 
districts, indirectly invited a declaration from the Government of 
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India as to how far defiiute proj^iosals for an increase of expenditure 
on judicial ^establishments would meet with favourable consideration; 
but as le^'aided, the scheme submitted by the Commission for the 
amendment of the law relatin<f to the execution of decrees, they were 
not {^eiieially in favour of the proposal for the abolition of personal 
arrest and iiiiprisonmeiit for debt, nor did they approve of the 
siit'^'csted hiiiitatioiis in regard to the sale, by the order of Civil 
Courts, of immovable property 111 satisfaction of a decree for money; 
whilst in res[)oct of the furtlicr su;rirestwl enactment for preventiiifr 
the improper use of a decree by the jud;>;mcnt-crcditor, they expressed 
no ojiinion. 

The whole matter rested lu tins slate until the (piestion of further 
action was taken up by (he present Covernmont of Uombay, who 
early in the current year addiesscd the (lovernmciit of India, 
submitting fiesli legislative jiroiiosals for effecting the following 
objects ;— 

li/. (rt) The enforced examination by the Civil Courts of the 
merits of every claim for winch it was asketl to give a decree, whether 
any defence was made to such claim or not. 

(6) The disallowance of the obligation of any person to discharge 
ancestral debts, unless such person in the Court’s presence expressed 
his readine.ss to accept resiionsibihty for such debts. 

(r) The disallowance of the Comjioiiiid interest included in any 
claim, as well as all interest in excess of a sum eipial to the principal 
represented in such claim. 

'riie tleclaratiou of the insolvency of any debtor upon his 
personal application, otherwise than after his arrest in execution of a 
decree against him. 

3r(L The prevention of the sale of any land by order of a Civil 
Court in satisfaction of a decree for money, unless the land had been 
specitlcally pledged as security for the debt, and the contract under 
which it was so pleilgeil had been nxluceil to writing, and the 
written instrument embodying the same duly registered. 

Thus far he (Mu. Cockerell) had very briefly summarised the facts 
itnc^circumstances leading up to the motion now before the Council, 
by. way of explanation of the reasons for the s^iecial legislation now 
pro^wsed. It only remained for him to state the objects of the Bill 
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which he was asking leave to introtluee. They were three in number, 
namely :— 

1. To empower Courts having insolvency jurisdiction to declare 
a person to be insolvent on his pei-sonal application, although he might 
not have been arrested in execution of a decree. 

2. To limit the power of the Civil Court in respect of the sale of 
Immovable property in satisfaction of a decree for money to cases in 
which the property was specifically pledged as security for the claim 
deereetl. 

3. To enforce the reduction into writing of all contracts so 
pledging immovable property, and the registration of the instruments 
embodying such contracts. 



\^Krtj-ach flow l)te P>oct‘(‘i1 ings of the Cloienior General’s Council, dated 
the 17th July, 1870.'] 

The Deccan Acuicultuuist.s’ Relief Bill. 


'Die Hon’hle Srii T. Hope: said that the riots have been followed 
1)V invest libations in various forms A Special Commission, in the 
(list place, was witlionf dela^ ap))ointc<l by the Honibay Government. 
Jt was conifiosed of two Knro)>ean olficers, Me.ssus. Richeiy and 
I'/ov, of the. Revenue and .Tudieial Branches of the service, Mk. 
S wiUHMMi \s 11 ), a distini^uisheil Native Admini.strator, and a civilian 
from the North-Western Provinces (first Mu. Auckland Colvin, 
now employed in E”'ypt, and afterwards AIu. C vrpen'ieu) . Their 
report, in (ii'e voluines and above l,bOO pa^es, is a very able survey 
of tlie ditliciilty in all its asjiects. Be.sides this, the riots gave 
a special direct ion in Bombay to the encpiirics into the working of 
the Civil (.'ourts tlieii going on thioughont India in connection 
with the aniendcd Civil Procedure Code under the. consideration 
of this Council, which eventually became law as Act 10 of 1877; 
and a judicial officer, Mu. William WEDDEinni’RN, ivas depnteil to 
repoit on the subject. Purther, other circiimsfauces le<l in 1878 
to the condition of the pea.saiitry in the four districts of the Deccan 
being subjected to a close investigation, in which the most experiencetl 
olliccrs of the Bombay Presidency took part, and which is summed 
u]) in a ^Minute by Siii Ricuahd 'I'emple, datcil October 29th, 1878. 
The famine Commission also this year obtained a gootl deal of valuable 
evidence, to which they have been so good as to allow me free 
access. Finally, the nuestion has been veiy ably and instructively 
discusscil by the Pres.s, both in India and in England. It would be 
impossible foi me, on an occasion like the present, to summarize all 
these enquiries, or to state separately the ojiinions of all the principal 
authorities. I can only lay before the Council what seem to myself, 
by the light of tliis mass of evidence and of my own knowledge and 
geneml experience, to bo the condition of the i^eople in the disturbed 
ai-ea, and the causes whicli have operated to produce it, and then 
explain the measures by which the Executive Government propose that 
relief should be afforded. 
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The Central Deccan, which is the locality princijjally distressed, 
though unfortunately not the only one, and to which the present Bill 
is intended to apply, consists of four ‘ districts' or .executive col¬ 
lector's charges, namely, Poona, Ahmednagar, Sholapur and Satara. 
The three first named became British terntory in A. D. 1819-21, 
hut Satara not till A.D 1849. 'I'heir area is 21,000 scpiare miles, 
and their population three-and-a-half mdhons , that is to soy, the 
population of Scotland, located in two-thniU of its space. Mountains 
and forests occupy much of the country, so that the actually culti¬ 
vated area gives about six acres per head of the agricultural popula¬ 
tion. The State is the landlord; the tenure ryoiwan, on the 
Bombay system of permanent occupancy, with revision of assessment 
every thirty years. The peasant-jiroprietois tliemselves cultivate 
about three-foui ths of tlieir land and sublet the remainder. The 
assessment or rent they pay to the Goveinnient is at average rates 
of from seven annas to twelve annas per acre, which is equivalent, on 
fairly good land, to, from an eighth to a si.xteenth of the gross produce, 
and on the poor soils to much less. 

The proportion and extent of indebtedness are not easy to ascer¬ 
tain. In one batch of twelve villages tested by the Commission of 
1875, one-third of the peasant-propi-ietors were found to be very 
heavily embarrasscxl; and of these, two-thirds were i>etty land¬ 
holders, paying assessments of only twenty rupees per annum and 
under. Their debts came to eighteen times the average assessment, 
and two-thirds of this were secured by mortgage of the land. In 
another batch of seventeen villages in Ahmednagar, forty-three per 
cent, of the proprietors were deeply in debt, the debts averaging 
fifteen times the assessment, but reaching forty-five times in indivi¬ 
dual cases. Only one-third of the debts appeared to be secured 
by mortgage, but one-eighth of the land had already been actual¬ 
ly transferred to the money-lenders; and with regard to much 
of the remainder, the ryots were virtually mere tenants-at-will 
of their creditors. The Collector was of opinion that, through¬ 
out the whole district, three-fifths of the people were so involved 
that, in ordinary course, it was impossible for them ever to get free. 
Upon this and much other evidence, I must confess myself unable 
to share optimist views of the condition of the people. Supposir^ 
only one-third of the proprietors to be irretrievably involved, is a 
ruined, despairing and embittered population of above a million souls 
18 
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bepeath special consideration ? The proportion seems to me, however, 
to have Jigg*! nearer one-half than one-third, and to be, moreover, 
constantly increasing. Finally, it must not be forgotten that the 
statistics of the Commission, which I have been quoting, are now four 
years old. Since then, the terrible famine of 1870-77, and the sub- 
secpient indiffoient seasons have passed over the land, and cannot but 
have left dee[) traces behind. True, as it is, tliat the iieasant- 
proprietary struggled nobly and long to maintain themselves and their 
dependents without State relief, and vast as was the amount of ac- 
cumiilatixl savings, in gold and silver ornaments and the like, which 
they were found to possess, we must not forget that those sav'ings 
wore revealed by their passage to the mint, and that their dissipation 
must have left at the mercy of tlio money-lender thousands who 
were never so before. We may admire the honest pride and fortitude 
which the peasantry, as a body, displayetl throughout their long- 
protracted trial ; but wo cannot ignore the obvious effects on their 
condition. 

(Granted, however, that a large proportion of the poinilation are 
dotqily involved, wo may well enquire whether such a condition is 
abnormal. It has been said, and iii one sense with truth, that 
‘poverty and debt wore the familiar heritage of the ryots before 
the adv'ent of the Hritisli rule.’ Our records of the country when 
first aCf(uirtKl tell of indebtixlne.ss extending largely among the jjo^)- 
ulation. 'I’ho ryots, it is .said, ‘though usually frugal and provi¬ 
dent’, wero in many cases ‘living in dependence on the sowkur (or 
money-lender), delivering to him their jirotluce and drawing upon 
hiju for necessaries’; and this condition is mainly attributed to tho 
Mahratlia system of levying heavy contributions from bankers, to 
whom the revenues of villages were assigned in repayment, and of 
collecting the State dues generally through the agency of such capi¬ 
talists, who recovered in kind what they paid in cash. Indebtedness 
thus arising mainly from a vicious system of collecting the land re¬ 
venue paid by all, necessarily extended to a large proportion of the 
population. But the amount of individual debt apjiears to have 
usually been moderate—necessarily so, it may bo added, because the 
security and means of recovery wero small, since land was not sold 
' fm" debts, and little or no assistance in recovering them was given 
^ the State. Very much the same condition of affairs is shown by 
ample testimony to exist now, to a greater or less degree, in the 
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Native States of India. I have myself noted it in those of Western 
India, with many of which I have ha<l considerable official experience. 
The reply to our enquiry, then, is that, as comparo^l with former 
times and with Native States, indebtedness now in tlie lleecan 
extends to smaller numbers, but is heavier in individual incidence, 
followed by consequences infinitely more seiious, and decidedly 
abnormal. 

Some may feel inclined to question whether, after all, there is 
any real harm in the present state of thinfj;s. The institution of 
private property in land is essential, it wdl ho said, to the well-bcinf? 
and progress of every civilized community, to the encouragement 
of industry and the accumulation of capital. But it is indisjicnsablo 
that such 2 'roperty should be in tbe hands of those who by their 
cajiital, intelligence and industry are qualified to turn it to the 
best account. If tins condition be not fulfilled, but the land be 
held by a class who, through their ignorance, imiirovidenee and 
want of energy, have bnrdened their heritage with debt which can 
never bo rcjiaid, and thus have deprived themselves of all incen¬ 
tive to labour and all interest in its results, then the only remedy 
is to promote, rather than to obstruct, a gradual restoration 
of healthier conditions of society by the bankrnf>tcy and evic¬ 
tion of the incapable. True as such prineiides undoubtedly are 
in modern Europiean pioiiulations, considerable caution is necessary 
in app>lying them to the ill-studied and little-understood problems 
of Oriental life. Assuming hastily a similarity of prcnn’.ses, wo are 
apt to jumji to familiar conclusions, and to inaugurate action wholly 
inapplicable and pernicious. Much of the difficulty in the present 
instance arises from such inconsiderate interference in the past. 
When we overturn by an Act of the Legislature institutions which 
popular consent has maintained for above a score of centuries, we 
sometimes forget that we are not tlio bearers of a political revelation 
from Heaven. • 

In the present instance there seem grave reasons for doubting 
whether the premises upon which a policy of lais»ez faire is based 
are sound. If the present condition of the Deccan ryots is caused 
by inherent moral and physical defects, unfitting them for peasant- 
proprietorship ; if they encumber the land to the exclusion of a class 
of intelligent, enterprising and energetic capitalists, and if the land 
is such that capital in large single sums can alone effect its imjirove- 
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mont, then, indee;], we must perhip^ sit down and sit out the process 
of*<^radua] transfer of the rigdits of property from fho one class to 
the other, merely softening, if necil be, the fall of the sufferers. 
But con.si(!era<ion will show that no such circumst.anccs exist in the 
Deccan. The Mihratha k>nnhi is not the defoetive and useless 
creature postulated. No such material composed the armies of 
Sivaji and his successors, which defeated the Moghuls, overran half 
India, and founded an empire of which the remnants still flourish 
around n.s. As a soldier, the Mahiatha in olden days was as enter- 
prising as he wa.s hardy, c<[ually able to ‘bide a buffet’ and to strike 
a blow. At [ucsent, he furnishes material pcrliaxis second to none 
in India for the purposes of modern war. All rojiresentations of him 
ns thriftless, enervated and [uiny are iiieorrcct. As a jieasant-pro- 
prietor, he is no unfavourable specimen of the class. INIit. Cii vrr.lN 
and our other early autlioiities give him credit for many sterling 
<iuahties. He is still represented by the Commission as 'a simple, 
wcU-disposed peasant, contented with the scantiest clothing and 
hardest tare,’ not without ‘mascuhiie (piahties’ and ‘a stubborn endur¬ 
ance,’ though still mostly uiiolucatiHl, ami conscipiontly without a 
broad range of intelligence. (If course, impiovidencc and slovenly 
cultivation may bo detected in indniduals or particular localities. 
But ue must not expect too much. Under lliitish lule, the Kumii 
has uiidoubtodly progiesscd as fast as adverse cncumstaiices allowed. 
He woiks his tields to the best, of his lights, and in the dry season 
(ravels far in search of day lalKuir, or with his e.art on hire. Dining 
the late f.nnine ho displ.ayed resouiees oipially creditable to his thrift 
and his good feeling. His embaira-sscd condition seems to be rather 
hi.s'misfortune than lus fault, induced by the calamities of the last 
century, the obligation of ancestral debt, the burden of the laud- 
revenue demand—foimerly in amount and bitterly in imposition 
—and the facilities for extortion conferred by our laws upon his 
cretlitors. 

On tlio other hand, those into uhose hands the land is now 
observed to be p.assing are not yearning for it in order to improve 
it hy their intelligence, enterprise and capital. M’ith solitary excep¬ 
tions, the transferees are the professional monoy'-lcnders, who have 
wio wish even to hold the status of lauded profirietors, much less to 
inve.st their cajiital in comparatively unprofitable agiiciiltnral experi¬ 
ments. Often too they are aliens, who return home after a time. 
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So far from eagerly getting the land foi-inally transferred to Hicir 
own names, they show general ndnctance to do so. The^ prefer to 
keep the ryot on his land, and extract all they caii from him : the 
punctual discharge of then* advances is the last thing they desire. 
As Mr. Auckland Colvin says,—• 

the position is that of a man rocordod as occiipiei of his lioldinfr, and responsible 
for the payment of revenue ns8eaffe<l on it, but virhiall^ lodncod by pu'ssuro of debt 
to a tenant-at-will, holding at a rack-rent fiom, and sweated by, Ins Marwan 
creditor It is in that creditor’s power to eject him any day by putting in foico any 
ono of the docrcos he has ogamst him , and if allowed to hold on, it is onl3' on condi¬ 
tion of paying over to his creditor all the produce of his land not absolutely noccasaiy 
for next year’s seod-grain, or for tho support of life # # * • Ifo has nothing to 

hope for,, hut lives m daily fear of tho hunl catastrophe Under a so-called 13'otwnri 
sottlemont it is gradually coming to this, that the lyot is tho tenant, and tho Mnrwnri 
is tho proprietor. • • * • Tho i>roju*ietor is irrcf-ponsiblo, tlio tenant unpro- 

toctod. It promises to become, not a ryotwari, hut a Marwaii, RettJernonfc.” 

Such conditions deprive the transfer of land from distres&etl to 
monied classes of all the glamour with which political economy 
would surroutul it. They show that the Doblo gift of property in 
land, made by the British Government to the peasantry for their sole 
benefit, is passing, contrary to their intentions, and in frustration 
of their objects, to a class unfitted to possess it. As observed 
as early as 185iJ by Sir George Wingate, the great author 
of the gift;— 

It was never contemplated that tho measures intended to secure these benefits 
for the class of landholders should transfer their dearest rights and the possessions 
that had descended to them from their forefathei’s to a class of usurious money¬ 
lenders, and degrade tho former to tho position of laboincrs or of tenants cultivating 
their former lands at tho will of the latter. 

• 

In short, the second of the premises on which a policy of luissez 
faire would rest is as unsound as tho first. In tho ivords of Mr. 
Pedder, a gentleman who has long made a special sudy of this subject, 
* * *—‘it cannot be too clearly understood that only in tho dream 

of a visionary will the English agricultural system of large landlords, 
capitalist farmers of large farms, and peasant-labourers for wage, 
ever be substituted for the petite culture of India. Haiipen what will, 
each ryot will till his petty holding ; but he may be, as we have made 
him in Bombay, its proprietor ; he may be^ as in the North-West, a 
member of a proprietory cultivating community ; he may be, a# in 
Rajputana, the customary tenant of an hereditary lord ; or, he may be, 
as I fear he is becoming, the praedial serf of a money-lender.’ 
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^Only one of the three premises mentioned alx)ve remains— 
that the Jand is such that capital in larj^o single sums can alone 
effect its imjjropement. That is exactly what it is not. There are 
indeed certain localities, limited in number, where irrigation projects 
may alter the character of the produce and counteract seasons of 
drought. Hut these are far too extensive for individual enterprise. 
They must be umlertaken by joint stock companies or Government, 
and the latter has them m hand. But the great jiroportion of the 
cultivated area is such, that the most it is cajiable of, can be made out of 
it either by mere careful tillage and economy of stable manure, or by 
petty improvements, such as, for instance, digging a well, banking up 
a stream or waterslied at certain seasons, making a supply-channel 
from a neighbouring canal or river, or altering the level or inclination 
of a held—by action, m short, of exactly the kind which the peasant- 
proprietor, standing on bis own land, fully realizing its capabilities, 
and feeling pride and pleasure as well as utility in dcveloiung them 
to meet the growing needs of himself and his children, is at once the 
most competent and the most likely to apply. That he has so improved 
his estate since it came into his hands when he could, des]>ite all the 
adverse circumstances by which he has been met, is proved by the 
increase in wells and the reclamation of unassessod waste within hold¬ 
ings during the last thirty years. Wludhcr he shall pursue these 
inclinations freely, or continue, as at present, thwarted and check¬ 
mated at every turn, it now mainly rests with us to decide. 

To the question, therefore, whether there is, after all, much 
harm in the present state of thmg.s, we must, perforce, answer that 
the harm is of the greatest. To a peasantry such as I have described, 
expropriation means discouragement, des)>airand exasperation. To the 
money-lending class, it means the acquisition of what they are unfitted 
to use and do not particularly desire to have, of what yields 
them at best a precarious profit, not excee<liiig that which reasonable 
rates of intesest, combined with easy recovery, would produce, but 
wrung forth with trouble, anxiety, expense, popular execration, and 
even personal divnger. To society, it means the discouragement of 
labour in extracting wealth from the soil, the application of capital 
in disadvantageous and comparatively unproductive channels, and the 
fomentation of disoixler and outrage. As reported to the Bombay Govern- 
niAit in 18o8 by AIii. J. D. Inverarity, the Revenue Commissioner— 

^ ‘ tlio qnoshon is one of vital imprrtiince both to Govciuniont and the people. 
Even the passive society of the East cannot bear so great a buulen without making 
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from timo to timo couvulaivo efforts to shako it off. These efforts most increase in 
frequency and strongtli, unless the legislature seriously takes up the evil and applies 
the knife to it * • 

Assuming, then, that iuJehtedness to an unusual and oxtre-mo 
extent is the condition of a large proportion of the people in the British 
Deccan, wo must enter into a critical examination of its probable 
causes before we can hope to apply an effective remedy. These causes 
are numerous, and complicated botli in them,sclves and in their action 
and reaction upon each other. They may he Conveniently classed as 
‘normal’ and ‘special.’ 

The normal causes are those which may bo found at work, more or 
less, at all times, and some in all parts of India, others only in certain 
localities. First of these stands poverty. It is obvious that where 
there is a peasant-proprietary, though the stimulus to individual 
exertion is considerable, and in India the Hindu joint-family system 
tends to prevent minute subdivision, the individual capital cannot bo 
great, and misfortunes comparatively small will throw even a thrifty 
and industrious person into the hands of the money-lender for temporary 
loans. Besides this, the feunhi of our Deccan labours under the special 
disadvantage of a soil mostly indifferent, and a rainfall so precarious 
that he hardly gets a full crop once in three years. Finally, the 
obligation to pay a father’s debts, laid by Hindu law upon a son with¬ 
out any equitable restrictions, imposes a burden oppressive at all 
times, and too often aggravated by fraud in the creditor and ignorance 
in the debtor. The Commission, in fact, go so as far as to term 
ancestral debt the ‘ chief cause ' of the ryot’s embarrassments. Next 
Uipoverty comes tynorance, which renders the unlettered jieasant un^le 
to read and often to understand, the documents aud accounts in 
which he is vitally concerned, or to state and substantiate in a Civil 
Court a good defence when he has one, and thus makes him a tempt¬ 
ing subject for every kind of roguery. Social observances, such as, 
marriage, birth and funeral expenses, also swell the roll of obliga¬ 
tions ; but being connected with religion, they are to a great extent 
unavoidable. If occasionally excessive in prosperity, they are reduced 
in bad times. The Commission consider that in amount they are 
generally not larger than the ryot’s income, if otherwise only fairly 
taxed, would justify, and that undue prominence has been given^ t(f 
them as a cause of his ruin. Improvidence must be admitted to con¬ 
tribute its share to the catastrophe; but it consists, as the Commission 
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remaik, ' ratlier m the shoit-siglited improvidence of an ignorant 
class, ready to relieve jiresent necessity by discounting futuie in¬ 
come fin any terms, and unable to realize the consequences of obliga¬ 
tions foolishly contiacted, than in an extravagant expenditure and 
misajjjdicatinii of income.'’ To this may be added an honest and 
confiding, lather than vigilant, temperament. A .soil yielding but 
one cioji, and therefore the whole year’s income at one period, a 
climate so capiicious as to jiteclnde at seed-time any safe estimate 
of what the harvi'st, if there be one, will be worth, and puces 
vaiying above cent, per cent., as they twice have done in this century, 
might well deiange the ealculation.s, and produce the bankruptcy, 
even of sober men of business. 

lle.sides thise noimal causes conducive to indebtedness, there 
exists a long aiiay of .sjxuidl ones, some general in (heir opeiation, 
others \iecuhar to (he lloinbay Pusideticy or the Deccan alone, 
'riiese T piopose to notice in four groups — namely, those increasing 
credit, diminishing ability to ri'pay, proceeding from the levenue 
system, and compiised in the term ‘aiming of the money-lender.’ 

[iirrcdHfil rro(Ul obviously flowed primarily from onr establishment 
of a settled government, and the con.seqiient immunity of the ryot 
from being |)hindercd and murdered by hostile aimies, or drawn 
from his fields, pcrha(>s killed in battle, on his own side, as ahso from 
the giosser foims of private crime. A like effect followed our land- 
r.ettlemeiits. 'fhe meaning of the ])hrasc ‘land revenue’ varies 
greatly in different pai ts of India. In Bombay the State is the land¬ 
lord, entitled to the entire rent-—that is, to the whole net produce 
or yui'iilus after deduetiiig the costof cultivation and of the subsistence 
of the peasant and his family, 'riie State has no intermidiary or land¬ 
lord to think of, to whom a certain proportion of the rent must be 
l(“ft. It may relinquish to the ]>easant-cultivator as much or as little 
of the rent as it chooses. The Native governments preceding u.s 
relinquished hut little, and the cultivator was rack-rented. Hence, 
even a small debt presseil heavily, and complaints of indebtedness 
were general when vve acquired the country. Gi'adually we reduced 
our land-revenue demands, producing immediate relief and recovery 
of agriculture, until by the^rev'enue survey system, founded by' Golds- 
iliD, and WiNUVTE in 1838-40, and gradually extended throughout 
the Presidency, vve levy', says Mr. Peddeii, only one-half, at most, of 
the net produce or rent, thus leaving the cultivator a liberal maigin 
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upon which to borrow and repay. But we went further than this. 
Under the Nati\e j^overnment a eidtivator could not, according to 
custom, be ejected as long as he paid the revenue demand; hut that 
demand was so high that his right of occu))ancy was worth little or 
notliing and was, besides, mostly not recognired as sah able, d'he laud 
was not his to sell, being deemed the piopeity of the State. Under our 
settlement, however, ‘ this right of conditional occiipancy ’ (to quote 
Bomhay Act 1 of I8(b>) ‘is declared to ho a saleable and tiaiisferable 
property.’ Though the land is still toimcd ‘‘ (jovernment land,” 
the ooeupant lias acquired a tenant-right far wider than that of 
Ireland, and h.as viitiially heeonn* proprietor, while the (lOvernment 
retains only a rent charge, variable once in thirty yeats, within 
certain prescribed limits. The right of jnopoity thus granted 
acquired simnltaiieoiisly a eonsulerablo value through the reduction 
of (ho lovenue demand and its iiivailability for thiidy ycais. The 
gift, intended to eiineh the ryot, increased his eiedit along with 
his means, thus exposing liitn (o the loss, not only of the extra share 
of net produce bestowed, but of tlic land fiom which a livelihood had 
hitherto been seeiuo. 

Fast upon these additions to solvency' and credit came days of 
brilliant bat ephemeral prosperity. Commencing with 1850, railways, 
roads, bridges and other public works poured millions into labourers’ 
hands, while a senes of good seasons gave the best encouragement 
to agriculture, and brought almost every available acre under the 
plwugh. Then came the American war, raising to almost fabulous 
rates the prices of cotton and other produce. These circumstances 
had a double effect: many r> ofes paid off, or greatly reduced 
their debts ; many more, both of these and others, increased their 
expenses, and some even borrowed largely upon the strength of 
increased incomes which they supjtosed would last for ever: all 
learned a higher standard of comfort and new wants, which they 
could not relinquish with readiness equal to the • subsequent 
rapid contraction of their means. A further expansion of the 
ryot’s credit was induced by greater facility in obtaining loans, 
owing to two reasons. The arming of the money-lender, to which I 
shall presently allude, rendered frauds and legal recovery of advances 
easier. Also, the general prosperity increased the capital of money- « 
lenders for investment and the number of persons competing in tlie 
basincss. Money was lent recklessly, on unsound credit ; money 
19 
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was lonfc (lesio^ncdly to sociire the unwary ryot as a bondslave 
for ever. , 

Diminixlu’d ahihty to repay arose partly from greater pres.suro 
on the land by the popidation, which had grown 45 per cent, in the 
thirty years ending with 1875. The proportion of 167 souls per 
sipiaro mile becomes extremely heavy after making allowance for 
momitainsj forests, &e., and for the defects of the cultivable soil and 
the climate. But even the cultivable area cannot be, on an average, 
as productive as in foimer days. When only a half of it was culti¬ 
vated, the best soils were chosen, fallows were readily allowed ; the 
waste land and forest supported cattle freely ; the stable manure was 
sudieient. Now all is reversed. The waste laiiil has disajipeared ; 
the cattle and manure are insufficient in piopoition, the jungles 
have become reserved forests , the poor soils reduce the average , and 
the general result is a lower yield per head for subsistence or repay¬ 
ment of debt. Again, the lyot’s solvency was reduced by a gieat 
fall in prices after the close of the American war. Between 1886 
and 1866 jiriees rose from fifty-six to eighteen per rupee : 

between 1866 and 1874 tliey fell again to fifty .seers. With the various 
causes of low jirices ; with <pi(»>tioiis such as those of the effect of 
levying revenue in monej instead of in kind ; of the siirfieieney of the 
circulating medium, or of the action of the so-called ‘Indian tribute,^ I 
am not now Ooneerinsl ; for our present purpose, to note the fact of the 
fall IS sutfieieiit. A senes of bad seasons has, likenise, siijieivened. 
Finally, the effect of an absence of stiinnlu.s to exertion in lessening 
ability to rep,ay must not be overlooked. Where the ryot is bo]ie- 
lessly invidved, and all [irodiice goes to the creditor, a bare subsistence 
being given b.iek, what inducement can there be to add to the lattcr'a 
gains 'i The ryot pays off less ; his debt on paper increases, and 
what more ? lie thinks it ‘as well to be hung for a sheej) a.s for a 
lani]>.' 

To our yeienue system must in candour be ascribed some share in 
the indebtednes.s of the ryot. Time would fail me were I to 
attempt to enter here into the elaborate question of the pressure of 
the land-revenue demand, nor does my subject reipiire that I should 
do so. The Commission's report and the other enquiries to which 
I have refeiTcfl contain tlfe fullest information on the subject. SuflBce 
it to say that it is amply proved that the riots bad no immediate 
connection with the revision of assessment, wh’ch was neither 
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inijjosed nor contemplated lu many of the localities where they occurred. 
Still less can the <>-eneral indehteilness of the ryot be ascribed to the 
weight of the assessment, whether utirevised or leyised, since the 
proportion oF the net produce taken is low" in itself ; very low for 
a luHilloitl to take ; far lower tha,n that jirevailmg- m 'alienated' 
British villages and adjacent foreign States. I am lieie, of course, 
speaking bioadly, irrespective of individual inslanees ut over-assess¬ 
ment, which in so vast an uiulcitiking may not improbably have 
occurred But it scorns likely that indebtedness arising niaiuly from 
other causes, normal or special, may have lieen aggravated by our 
rigid system. If any eoiisidei-able increase at a revision weie gradu¬ 
ally woiked up to in the course of two to live the i'}ot would 

have time to readjust his expenses to his means instead of being taken 
by surpiise, and perhaps diiven to (he mone^-leiider Again, if the 
lecovery of instnlment.s wore nioie coincident with (he time when the 
ryot reali/es on his produce, instead of falling somclimcs too early 
and soiiietinies too late, and so the laiid-ievcniie weio more in practice 
(what it IS III law) a first charge on (he latter, much teiiipoiary borrow¬ 
ing, fraud 111 cicditing pioduce, and i-veiitual (lovcrninent ju'ocess for 
recovery, might be avoided. SSomc debt, too, may be caused by the 
fear of eviction—a mode of rccoveiing the revenue for wdiich a 
substitute lb much needed ISIoieover, though the sy.stem of taking 
revenue in kind, besides involving the injustice of assessment on the 
gross produce instead of the net, is so open to iraud, when adopted 
on a largo scale, as to be imjiracticablc, its object might be attained, 
in localities subject to drought, by such siispensioii of (he revenue 
demand as to spread over three or four years, according to the seasons, 
the aggregate amount to he recovered in that pciiod Binally,’in 
times of famine, susiicnsion of demand might be systematically 
granted, as of late it has been by Sir Richard Temple, and even total 
remission, which is not inconsistent with the Bombay settlements. 
And, above all, whatever relief is (loomed reasonable .should be granted 
in time. 

T//e arming of tlii; vioiirg-lender is a general term which I shall 
apply to the process of increasing in numberless ways the legal power 
of creditor over debtor, which has been synonymous with the elabora¬ 
tion of our Indian law procedure. In our early judicial dealings wijth • 
our newly-acquired possessions in the Bombay Presidency, we combined 
a« far as possible the Native model in form with European common 
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sense and equity in [iiaetiee ; but graclnally (lie system was made 
more regiijar and rigid. Mountstu i.rt Elphinstoxe’s Code of 1827,how¬ 
ever, still contained much of the old leaven, such as arbitration courts, 
usury law and a long limitation for suits. Only giadiially did credi- 
tois peiceive and work up to the ad\an(ages the law had given them. 
At first the debtors eomplaiued ot usurious interest only. Eroin 184;5 
to 1830 the Court’s influence became rapidly more a[)[)arent. Attach¬ 
ments, and the extortion of new bonds with a preniiiini for ioibear- 
ance, increased. L’lotn 18.30 to 18.38 ctedit and fraiuls much expan¬ 
ded. Numerous public otlicers pointed out the mischief which was 
going on ; none foresaw more clearly than ,Sni (tloruk Wingaik how' 
the benefit of his settlement was being tinned into wioiig channels, or 
pleaded iiiuie caiuestly, tboiigli in vain, for prompt and efi’ective 
remedies. While affairs were in this st.ite, the legislatuie stepped 
in to aggravate the evil. fn 1830 the period of limitation for suits 
was reduced and the first Civil Piocedure Code was passed, followed 
by the Stamp Act- in 1800. 

The condition then consummated, which has lasted with but 
slight vaiiatiou foi about twenty yeais, may be thus briefly siimnia- 
rized as it appears in the Deccan. The pioceduie is highly elaborate 
and technical ; tho penalties for contiaventioii of it, seieie, and litiga¬ 
tion, dangerous without the guidance of a pleader, whose services are 
costly and inteiests often at vanauce with those of his client. The 
procedure is the same for a debt of Rs. 5 and Rs. .3,000, e-veept in 
the rare instances where Small Cause Courts are established. Stamp 
and court expenses have nearly doubled. Arbitration has been gradu¬ 
ally shouldered out, partly by the superior prestige of the Couits, 
partly by the stamp-duties, partly by its disadvantages for the money¬ 
lender. Suits may be heard ejr parte in the absence of the defendant, 
and are found to be so, in the four Deccan districts, in above half 
of the cases. Great weight is attached by tho Courts to bonds, and 
the) are therefore largely, almost exclusively, depended on. However 
fraudulent, cxtoitionate or in excess of consideration a bond may be, the 
burden of proof lies on the debtor, and in practice his defence is generally 
hopeless. Payments on a decree mvie by tlie debtor out of court were 
(till 1877) ignored, and , were therefore obtaineil, wherever possible, 
by the fraudulent creditor. The reduction of the limitation period 
for bonded debts from twelve to six, and m some cases three years, 
and for simple money debts, from six to three years, respectively, has 
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subjected the debtor to eoinponiid luterest, frequent suits, extra cost 
and a vast inciease of bia lial)ilitiea. The power of obtaining ariest 
and imprisonment gives tlie creditor tlie means of ^^xtoi ting almost 
any terms for his forbearance in exeicising it. Of all the weaiions 
he has obtained, this has been proved to be the most misused. 
The power of sale in execution extended, till tS77, to every¬ 
thing the debtor po.ssessed . sini-e then eeitain bale necessaries 
have alone been exenijited. I>and lenianis sale.ible, whether ances¬ 
tral or acquired, subject to certain jirovisions for .saving it atialegous 
to an eli'yil, which ha\c hitheito ]iro\cd inojieiatixe, but aie now 
being amended. Of all sales it is a chaiiieterislle that the pio- 
perty, thiough technical diffienlties, constantly goes for a mere 
song, ami the creditor is the ]niichasfr. Decrees weie, till 1S77, 
interminable, and the Commission found niimheis to he of twenty 
years’ staiuliiig. Now tlicy may he exeented for twelve years. A 
Sub-judge mentions one exeented nun' times. If the jicrse'uted debtor 
turned towards the law of insolven<-y, he, till (piite recently, found it 
little more than a name. Cntil actually arrested or in jail, he eoiild 
not resort to it at all; and whether, after doing so, ho eseaped its 
pittalla and two years’ imprisonment or not, his subsequently acquired 
property and earnings were liable (iinles.s his debt was under Rs. 100 
and the judge chose to discharge him) until the last jiice due, with 
interest, had been repaid. Finally, the increase of woik entailed 
delay, with loss of time and money, in the disposal of ca.se.s, ivhile 
financial reasons led to reduction in the numbers of the Courts, and 
consequently to their greater remoteness from the ryot’s homo. And 
all this is the more important, in that a vast increase of litigation 
has followed the new law, so that in 187(5 there weie 87,128 suits, 
and in 1878 (after the famine) 5J7,.‘>77, disposed of in our four districts 
alone. 

The tendency of the change of relations thus gradually brought 
about by the law will be seen to have been all one wa^ in favour of 
the party ixissessing the most intelligence and money. Kven of old, 
the superiority of the money-lender over the ryot was considerable, 
though the former had little jxiwcr of compulsion; but by the law this 
superiority has been infinitely increaseil. The likening of the contest 
between them to one ‘ between a idiild and a giant ’ is no figure of 
speech; yet the law presumes them both to he equal 1 That the 
superiority is fully and often fraudulently availed of is proved by the 
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vast increase of litif>'utioii just mentioiictl ; by the evidence of judicial 
and revenue olliecrs and ol numberless tlebtois^ liy the scrutiny of 
accounts In the Commission, and by the use in 187 1 of some loO,OUO 
warrants as tliieats only. 'file "•encral result is that tlirouf^h these 
undue [lowers tlie ryot is enslaved by a vast amount of debt, which 
has been iniich enhanced by onr Icf^al system, and in pait was never 
inciiiicd by him at all. In concludnif' this sketch, it seems scarcely 
nece.ssary lor me to add that tlie law, ami not the .Tndges, aie to 
blame. Some of the most \alu.ible [iroofs of the ilefeets of the lormer 
are derived from judicial ollieei-, N.itive as well a- lcuro[)ean ; and I 
Inlly aoreewith Mu. AiCKinNO (loi.c i\that it is ‘\eiy niiieli to the 
ciedit of t he subordinate judicial administration that it has c-Npiessed 
itself so clearly as to the |K)si(ion which it is coiii|)elled to oecn[)y.’ 

Mavin^r thus eiiiimeiated the \aiious causes of the ijiol’s 
indebtedness, I will biielly classify them aceordino- to the [lossibility 
or cx|iedieney of remedial ineasuies. \s causes reo'ardiiif' which 
little or no s|)eciiil action is |)iaetieablo we may jiiit ilown all normal 
ones loiioiaiice, ini|)io\idene«‘and e\t'vuajiant eeiemonial or social 
expeiiditure can ne\er be ei.wli<ated from the woild, either m the 
noeean or elsi'where, though time, e\pi-neiiec‘ and edncatioii niaj 
reduce their stieiioth .\ii aciieiiltuial po])ulation eveivwheic is 
comparatively I'tnoiunt , thev aie found so even in England under a 
coinjiiilsory cdiieational system, niiudi nioie in India, where eoni[)nlsion 
cannot be thoiittlit of Ihit \ illaite-schools aic exec]itionalty iiiimeious 
and ellleient in the Ihiniliay Eresulcm-y, ciiltuatois’ ihildien fuim 
21 [)cr cent, of the [lupils, and w-e may ho[)c for ttradual impiovenicnt 
m this res[iec't. (loni[iaiativc jioverty must continue the lot of a 
peasant-propriet.iry whose sod is poor and climate ca[)ricious. Peiiodi- 
cal absorpt ion of savin<jjs by famine <*an, at least, be only diminished 
111 deforce by palliatives of juirtial applicability, such as forest 
conservancy, railways and irrijjation, which, under Sir IIichard 
Temclk’s vi^iroiis administration, arc boinfj' promoted as rapidly 
as means allow. Prices must take their course. 

As causes re^ardin<r wdiich inteH’erence is undesirable may be 
mentioned the increased credit duo to orderly GoAornment, property 
in land and competition of moiiey-leiulers, and the le.s.seneil ability to 
i^p^y arisinir from the diminution of ivaste land for fallows and 
grazing by the extension of cultivation and forest reserves. The 
raisin*; of the land-assessment to the level of Native States in order 
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to stimulate exertion, anfl the lovveriiifv of it m') as to pay private debts 
at the expense of the eommuuit.y in general, are equally ^out of the 
question. , 

Respecting the remaining causes, action, either executive or 
legislative, seems open to us. Itveenlti rh/, some little might jirobably 
be done to relieve jiressure of )) 0 ])ulation by favouring emigration to 
other districts. Then, though the idea of fioveinmen* Agricultural 
Banks ap])ears to me to be unsound in theory and unworkable in 
practice, the opening of local loans in small unionnts, as in France, 
might offer to bankei's an alternative for indiscriminate lending on 
usury, and to cultivators an investment jireferable to ornaments. The 
.system of advances by (Jovernment for land inqirovcment, also, might 
be simplitlefl. Again, relief might bo atfoixled by modifying, in the 
diiections I have already indicated, the mode in which our land-revenue 
demand is imposed and levied. Stamp and jirocess fees and JjnHa seem 
also callable of revision. Finally, there are exchange and cognate 
financial questions. But I must not dilate upon these executive 
remedies, which arc beyond the sphere of tins Council. I have 
touched on them merely in order to show that I am not so simple as to 
su])pose that all the ryot’s dillieiilties will be removetl by the passing 
of the Bill before us. fjegixlnfit efy, wii.at we can do, what is jiroved 
by over-whclniing evidence to be the thing reipiired, what we un¬ 
doubtedly ought to do, promptly and effectively, is to restore, as far as 
may be, the rude balance belween debtor and creditor, which has been 
disturbed by our own legal institutions. We may take back many 
of the weajions incoiisideiately placed in the money-lender’s hand and 
shown to have been misused ; we may check the undue credit arising 
from unjustifiable facilities for recovery; we may increase ability to 
repay fiy removing discoui-agenieut.s to indiistiy; we may obey the 
loiig-neglected proverbial mandate to hear both parties; we may 
substitute for the blind and ruthless operation of legal machineiy the 
intelligent disj>ensation of justice between man and man.* 

As introductory to a fuller definition of the piineiples upon which 
our proposed measure should rest, and to a detailed explanation of the 
Bill itself, it may be instructive to survey, briefly, the relations of 
debtor and creditor as they were found on the introiluelion of British 
rule, and as they may now be seen subsisting in some of the best 
administered Native States. For the former period I can quote* no 
better sketch than that given in the despatch of the Secretary 
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of ^ State dated December 26th, 1878, which has recently become 
public. 

* Under Native /^iovcrninentR, it fcccnia no assistance was, ordinnnly, afforded by 
the State t<» a rredittir for tlio icco\er^ of Ins debts No Court of Justice \>aa open 
to him, and lio was left to Ins own d<‘\ ices to oxtoit wliat was due, (io\ernniont w ink- 
insf at \er^v forcible inea«airt‘s that were o( c I'^ionally employed The result was not 
80 bad ns mij^lit have bomi expected It speaks well for the national character that 
contracts wore rarely repiidmted And the Commissioiieis observe that in these pio- 
coedintrs honesty was the heat policy for tlic ryot, uinl caution w'ns a necessity to the 
»nonc> -lender ’ 

III order to slate coireetly the present practice in Native States, 

I liave made special en(|iiiries in four eases. As to Ilydeiabad, His 
Exceli.en'c Y Sill S u.Aii JtiN'o has favoured me, tIiioii"h the Eesident, 
Sir IIk'II Min ^fi: vDH, with a valuable memorandum and summary of 
rcf'ulatuins. from llliaunaf^ar, a lar^e State in Katliiawar, which 
was, till lately, under joint-adniinistrators, 1'hij.flish and Native, dunn" 
the niiuoiity of the'I’halvur, and of which a {graphic account by Sm 
D.vvin Wei'iikiu'iin' .ippearcil last year in the ForiniijhtJi/ Bi'iiew, 

I obtained a note throii,<'h Mil. l*nuciv\T,. The system in Morvi, 
another Kathiawar Stat(‘, is described in communications from the 
administrator, Mu. SiM.Miiin'pn vs\d, who wasa member of the Deccan 
Eiots Commission. .Vbout llaroda full information is fortheominfs in 
the administration reports of Sir T. Mvnii.vvv ll.\o and letters of some 
private Native friends I have there. In all these States, civil suits 
for debt are eoinimr.itively lure. 'I'lie limitation ])eriod, where there 
is any definitely laid down, i-^ twelve ami six years. Tlic Hindu rule 
of (htiii-ilnput, or disallowance of interest at any time ii) excess of the 
principal, is oliserved in Baroda, Bhaunagar and Morvi. In 
Hyderabad usuiious interest is summarily cut down to a reasonable 
rate. Jmjirisonment for debt is not allowed in Morvd, nor, apparently, 
in Bhanna^ar. In Barotla it is forbidden altogether during the 
cultivating seasons, and very s|mringly used at other times. In 
Hyderabad it is reserveil for eases of contumacy and fraud. As to 
the sale of a rvot’s laml and house for debt, Ixjth are exempt in 
Bhaunagar, and the former (if not both) in Morvi. In Hyderabad 
the sale of either is said to he resorteil to in extreme eases only. In 
Barovla only such portion is saleable as may be in excess of what is in- 
idisiiensable for the resulenCfe and support of the ryot and his family, and 
sales are not favoured by the Courts. The sale of movables is aJso 
under characteristic restrictions. In Bai-oda the ryot’s implements 
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and cattle necessaiy for cultivation, cook-nf» utensils and clothes inejis- 
pensable for daily use, ‘ the ornaments which a married woyian must 
have on her person as long as her husband is alive’ (even if not hers, 
but her husband’s), and two months’ corn for the ryot and his 
family are all exempt. In Bhaunagar only agricultural stock and 
implemonts in excess of what is necessary for cultivation, as also 
the produce, may be sold; and in Morvi the rule seems much the 
same. In Hyderabad the reservations embrace cattle and implements 
necessary for agriculture, seed-grain for the next season, grain for 
subsistence for six months, and necessary apparel and cooking 
utensils. In all the States the fixing of instalments is common, and, 
whatever may be the standard rules promulgated through a desire to 
imitate our judicial institutions and to obtain credit for well-organized 
government, a summary inquiry into the facts of the ease, with 
scrutiny of accounts, and a more or less rough-and-ready adaptation 
of the creditor’s demands to the debtor’s means, appear to be the 
practice. This practice, being supported by popular opinion, is 
probably less affected in individual cases by corruption, partiality or 
ojipression than might on general grounds be expected. Having 
held for many years intimate relations, official and otherwise, with 
Native States, which in Bombay form one-third of the Presidency, 

I can say with confidence that, making due allowance for the growing 
mischievous tendency to copy the British system blindly, the picture 
just presented is, on the whole, fairly typical of them ail. 

This picture may, at first sight, seem to exhibit conditions under 
which either the ryot can get no credit or the money-lender no 
returns. As a matter of fact, however, neither result occurs, because 
all the parties concerned—debtors, creditors and rulers—thoroughly 
understand the limits to their several action which are essential to 
their several ends. No doubt the ryot has a hand-to-mouth sort of 
existence; but even this is endurable, combined with immunity from 
eviction. I have come upon a passage in Sm T. MadIiava Rao’s 
Administration Report of the Baroda State for 1875-76 so ably 
describing the position that I must ask leave to quote it at 
length:— 

Snles Tnnit nofc be tnede so ri^rons m to crush or impair industrial energry or to 
induce its emigration. The Civil Cou ts have to be R|1eoia11y careful in regard to the ^ 
last mentioned point, vihioh mainlr concerns the rjots. These have freqnent dealings 
with the soiolMzrs whose exacting tendencies are well known. The Civil Court should 
take up Buoh a position between the ryot and the $c%Dhar as freely to allow benefits t6 

£0 
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pass, but effectually to arrest mutual injuries The ryot here can never, as a rule, 
altogether dispenso Mith the services of the soiiAar; for the seasons are not so 
regular nor*are the means of iriigation so extensive ns to ensuio equability or 
constancy of pro< 5 uction Again, the land tax is in most cases fixed, and obsoibs a 
considerable pi oportioii of the produce, and, again, the pi ices of produce fluctuate, 
changing the incidence of the tax on the produce from year to year In other words, 
while the outturn of the land is necessarily varying, the ryot has to pay a fixed and 
considerable tax, which inust come from the land In other words, again, the 
e;cchequor has to draw a con’stant and continuous stream out of a fitful supply The 
eoxv\ar by Ins interposition meets tho riiochatiicnl neccsnity of the pioblcni He is 
the receiver of tlio fitful supply, and enables tlie lyot to pay the sarlin* equably H© 
often performs another useful fniution, namely, ho enabh's tho lyot also to draw fiom 
that fitful fliip])ly an equable subsistcmco foi hunsell and family It is thus to liim 
that both narXnr and ryot nio indobtfd for eqii.dismg to oatli, their annual receipts 
from a fluctuiting soarce He, therefoic, fulfils 'oiy bonefi^eial duties, and deseives 
to bo oonsorved as an almost indispensable pait of tlio rural oiganization At tho 
same time, wo are bound to see that he dooa not ovorrido tho interest of the ryots 
Let tho Civil Courts enable the sonl^nr to recover Ins just claims from the r^ots But 
tho Courts should not pcimit the i>onKo) to pre^s tlio lyots to the point of ciushing 
This point should bo vvell defined «n<l evei kept in vn^w No process of tho Cot rts 
should, mthont tho coneurienee of tho reveniie-officc*r 8 of tliu Aur, deprive the 
lyot of hm land, of his agiKultiiinl cattle and implements to tho evtent necessary for 
tho cultivation of that land, of Kw cottage, and of food nnd raiment according to the 
tvecos-^ity of himaeU and f vmily The^o should bo left to tho r>ot, and, ns a genoTal 
rule, placed beyond tho giasji of tho^ioaAur It should be undoistood that the first 
demand on flio proda<‘o of tho land is tliat on account of the ^alArfr tax, the next is 
that on account of the Bub«isfcence of tho rvofc and Ins family, and Iho last is that on 
account of the debt <lu(* to tho b<jw\ar The niirplns vvliuh nin} be foiMiooming in 
good scMiRons after meeting tho fiist (wo domnTids iiifiy be made available to the 
ioxiKar for the lecovciy of Ins advances made to oi for tho r} ot in bad Reasons This 
being uudeiftfood, tho ^.ouA«» will easily limit his advances to tho prospects of such 
recurring Burjdus, nnd mil not go bevoiid This principle of adjustiiieiit may bo 
expected to vvoik well and to tho advantage of all tlie parties conermed, provided 
that the land-tax i'* not so excesBive ns to treiu h upon tho subsistence of the ryot and 
the rcniuiieratloii of the soirKat in an average year As n rule, the principle is not 
novel in Native Rtnte«i, nnd has ?>ecu long in opemtion, more or less Our new Civil 
Coni ta should recognize nnd lespccfc it, and by no means set it aside. After what I 
have stated, I need hardly say (hat our Couits should not imprison tho ryot on 
account of d^ts duo to tho snuAni and consign industrions hands to idleness, unless 
where the debtor mny bo fniidy pieenmed to possess the means of payment and to 
withhold payment from a refractory spirit 

The Quarierly Reriew, in an able and interesting sketch of the 
Deccan published last April, further truly describes the useful 
functions of the money-lender in relation to both the State and 
society ;— 

• The Tillage banker is eseentiai to the social system of the conntry. At once the 
parcV.aser of mral produo© and th© local of o©xitral Tnorcantile firma, alik© 
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the village shop-keeper and money-lender, he enables tlio )>easantry to derive full 
benefit from a good season, and to moderate the recurring disasters of drought and 
flood. Without Ins aid the rent would not ho reali/cd PIis functions in normal 
times are most irupoitant, but in the abnormal tunes of famino*they are indispen¬ 
sable Then tho banker and shop-keeper is stimulated to double activity in both 
capacities. lie advances from Ins stores, food, seed stock and even money to the 
peasantry, who can offer nothing but their erc<lit in retinn Hy lehevmg tho better 
classes of tho community be leasens the pri'ssure on the public purse But ho does 
more than this * # # Expeiieiicc has J»^o^od tlio advantage of leaving the 
transport and distiibution of tood-supplies to piivato trade # # # it is the 
soivkar who spans tho gulf which separates want tiom plentv. nml tulliU tho functions 
of distribution which no State agency can ]>eifoim’ 

The i)roblem before us is how to keep (he moiioy-lencler in his 
place, to encourage and suppoit him in all useful functions, but to 
restrain him, as he is rcsliiiinetl in Native States, from heconiing the 
enemy and oppressor of the jioor. Tho leading piinciples of onr new 
measure, then, should he to give both sides fail' play, instead of setting 
the two classes hy the ears; to diminish the risks of fi^aud in 
borrowing and extortion in repaving; to diminish the risks of loss 
m lending'and excessive delay in recovery; to obliterate any stigma 
resting on our judicial institutions. VVe must foster due credit, check 
that which is undue, and allow free scope to all civilising processes 
and healthy relations between cajiital and labour. We must hold 
the ryot responsible in our Courts for what he has really borrowed, 
not for what he has not, and make him rej^ay by his own exertions all 
that he reasonably can repay, not sot Iiiin free, hy sudden, one-sided 
or ‘ heroic ’ leincdies, to enter on a ficsh career of indebtedness. In 
short, we must see the parties as they really are, in a condition of 
Oiiental, not of Eurofiean, civilization, and deal with them by thp 
Indian experience of success in past generations and failure in the 
present, rather than hy the intrusion aallum of alien institutions 
which are in their own land the n suit of centuries of experience under 
totally different conditions. 

I will now endeavour to set forth, as clearly and fully as time and 
the occasion permit, the principal provisions of the Bill I am intro¬ 
ducing, premising that, as the latter is intended to supplement, modify 
and dovetail into the Civil Procedure Code, and it therefore in some 
parts presents to the unskilled reader a confused and imperfect aspect, 

I shall discard its arrangement, and endeavour to express in plain 
English the effect which its provisions (conpleel with the code) are in-, 
tended to produce. 
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, The first object aimed at is to establish precautions against 
fraud bjj either debtor or creditor in their oiiginal transactions 
with each otlier, and so keep them on good terms and out of 
Court, as far as possible. The Commission thus enumerate the 
chief frauds which arc practised ;— 

By creditors ; (1) forging bonds ; (2) withholding the considera¬ 
tion incntioncil in bond ; (3) obtaining new bonds 
in satisfaction of old bonds and of decrees, anti 
nevertheless enforcing the latter ; (1) not giving 
credit for payments ; (o) lefnsing to explain or 
wrongly representing their accounts to debtors 

By debtom . (6) tendering in evidence false icceipts and false 
evidence of allegctl payments ; (7) pleading that 
bonds are false when they are really genuine. 


The next step contemplated is that, whenever serious 

niisunderstanding unfortunately aiises between inonpy-lendcr and 
ryot, cither party should be able to lesort to a friendly non¬ 
judicial authority bound to use his best otKces to reconcile (he 
two, and that no litigation should be comiiienced without a certificate 
from the Conciliator (as the authority constitiiteil by chapter VI 
will be termed) that his eiideavouis in this behalf have failed. 
Such Coiuts of Conciliation were advocated hy Sia John Str.vchey 
just twenty years ago, and hy IVIk. Cost in 1870 in the Calcutta 
Reriew. On the present occasion, their success in France was 
bsonght forward last year by Siu Erskine Perry in some Notes 
which have been published in India ; and the subject is suggested 
for consideration in the Secretary of State’s despatch already 
referred to. For details of the French system, derived from personal 
observation during a residence in France, I am much indebted to Mr. 
Fitzpatrick, the Secretary to the Government of India in the Legisla¬ 
tive Department. The proposed Conciliators will so far differ from 
the French Juges de Pair, that they will not have, in addition to 
conciliatory functions, a petty judicial jurisdiction (up to 100 francs, 
equal to Rs. 50), nor will they be able to compel the attendance of the 
* d^endant before them ; but they will, in consequence, be unable to 
axercise undue pressure, which in India might perhaps under 
some circumstances be apprehended. 
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Closely connected with the subject of conciliation is that of 
Panchayats, or arbitration by iion-oflicial persons or bodies, such as 
the Poona Arbitration Courts and of incorporatiiijj; ^ueh arbitration, 
with more or less assistance and control, into our judicial system. 
The question is a difficult one in some asjiecfs. ^Vll that I am now 
able to say is that it is under careful cousideiation. * * * 

Suppobiui' that, notwithstaiulinj^ all the jirceedinf^ jire- 
cautions, the disjiute unfortun.dely develops into litigation, the 
Bill next endeavours to jilace the Courts of law within easier dis¬ 
tance from the homes of the people, and to make them moie absolute, 
less technical, less dilatory and less expensive. I may here 
mention that, out of 1,1150 villages in onr four districts, only 
il9 per cent, are now within ten miles of their Courts ; 35 per cent, 
are from ten to twenty miles off ; ;il per cent, from twenty to 
thirty miles ; and 1:1 per cent, hctuecii thiit}- and si.xty miles— 
distances which, in the absence of railways, represent a consider¬ 
able incuiiveniencc and loss of time to tliosu obliged to attend. 
Ill jiursuauce of the objects just named, chapter empowers the 
Local Goveruniciit to aiijioiiit any Patel of a village whom it deems 
competent to bo villagc-muiisif for bis own village, or, if desired, 
for other villages also within a radius of two miles. The munsif’s 
jurisdiction will be limited to suits for money not exceeding ten 
rupees, and will gener.dly follow the model of tlie Madras village- 
munsifs system, constituted under Madras Begulation t of 1816, 
except that the niunsif will not have, as there, a further jurisdic¬ 
tion, by consent of parties, extending up to Bs. 100. The munsif’s 
decision will be final, except in case of corrupfion, gross partia¬ 
lity or misconduct proved before the special Judge, to whom I will 
presently refer. This Madias system is well worthy of attention. 
It is a remarkable fact that these muiisifs dispose of nearly one- 
fourth of the whole civil litigation of the Presidency. In other 
words, some 45,000 suits, for which the people in Bombay might be 
dragged to our regular Courts, with all their attendant delay, cost 
and harshness, are in Madras quietly disposed of at the people’s 
own homes without any one of these evils. Nearly the whole of these 
suits are for sums not exceeding Rs. 20, and nearly half for Rs. 5 
and under ; but the returns do not show how many of them are for 
Rs. 10 and under, and therefore tried without the consent of bojth 
parties. It has been surmised that many of the disputes here digniiie4 
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by the uanie of ‘suits’ are so I'cttj', that in Jlombav* they are 
never brouLfht to a regular Coiiit at. all ; but the general statistics 
do not beai tin-), out, as in the llomb.iy incfassal in 1877 there were 
I'll,412 suits to a [lopulation of 15i millions, while in Matlras there 
were only 190,2'JOto above 81 millions. Again, I undci’stand from 
Mil. Caiiviic'II vki., Membei of Couneil at Madras, who has kindly given 
mo much information, that the bulk of them are not between usurers 
and i\ots. Ibit the fact lemains that a very inferior agency can 
disjiose suecessfully, without ajijieal, of suits not lower in value, 
though diffeiing somewhat in nature, from those with which we have 
to deal. Ahlioiigh, however, \illage-munsifs may thus be a fairly 
cflicient institution in Madras, where thev arc a surviv^al of 
ancient times, and where socicty is still in a compaiatively simple 
state, it would be ini[)o.ssible at the piesent ilay to constitute them 
by law thioughoiit all vilLiges or \ illagc-ciroles in our Deccan 
districts. The pco 2 ile aie now too iiuloiiondcnt, too activc-ininded, 
too iricveient to acceiit im[iHcitly the decision of village .seniors 
as such, or, as a native lu'wsiiajier jmts it, ‘in the juvseiit times 
of freedom and libeitv, when even cliildren do not obey tlieir jiarents, 
the village headmen have no authority and inthiencc.’ Even if we, in 
Bombay, could successfully iiiniosc'on our hard-woiked and ill-paid 
jxtli'f'i this, to them, novel fniietion, theie is the further diffi¬ 
culty 111 their case that the bulk of our ])etty suits are brought by 
inoney-leiideis, with wlioin the jniti’l would too ofti'ii bo, by want of 
education or by absolute interest, uiujualdied to cojic. Our 
advanced condition.s postulate a more skilled judicature, better 
Judges, and, consequently, fewer of them ; and these the fiovcrnmcnt 
must in the main provide. At the same time, there can be no harm 
in taking advantage of the jiresoiit opjiortiinify to cmjiower the 
(Joveniment to invest with i>etty jurisdiction uii to lls. 10 any village 
patch whom it may here and there find to be qualified by education 
and character. M'o may hope that the number of such 
will gradually increase. 

Next above these new Munsif’s Courts come the existing 
Courts of Snbonlinate Judges, who are all trained officers, divided 
into two classes, with proportionate powers, and receiving salaries 
of f 2 j)m Rs. 200 to Rs. 800 per mensem. These Courts it is proposed 
to strengthen in two ways. Their number will be increased from 
24 to 36, thus diminishing their local jurisdictions and the distances 
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to them from the people’s homes ; but this, being an executive 
measure, needs not to be provided for in the Bill. Th^jir powers 
will, moreover, be considerably increased. By chapter II of the 
Bill, all subordinate Judges in llie four districts 'uill be invested 
with what are termed small-caiise-court jiowers, but enlarged so as 
to include mortgage-eases of the class in winch agricultuiists are so 
commonly involved. And by chapter IV they will all receive jurisdic¬ 
tion in insolvency. The question of how far the summaiy jimsdictioii, 
not open to appeal, which the small-cuise-eoiirt model imjdics, might 
safely be entrusted to the two classes of .subordinate Judge, has re- 
eeiveil careful eon.sideration in connection with the opinion of the 
Secretary of State in paragraph of the desj'atch : ‘I am inclined 
to think that the principle of summaiy jurisdiction without ap^ieal 
might be conferred exjicrimcntally on all ci.’il Judges in the Deccan 
with great benefit.’ It is considered that such jurisdiction may be 
conferred on the first cla.ss subordinate Judges up to the full limit 
allowed in the Mofassal Sinall-Cause-Courts Act, namely Its. 500, 
and on the second cliss subordinate Jurlges up to Its. 1000 absolutely, 
and up to Its. 500 by consent of the parties (on the analogy of the 
higher jurisdiction of villagc-munsifs in MidiMs). But three special 
safeguards are jiroposed in chapter VII. Fir.itly, inspection. A 
special Judge will be appointed to inspect, supervise and control 
the proceedings of the subordinate Judges, munsifs and conciliators 
under the Act in all the four districts, and see its new principles and 
policy effectively carried out. The special Judge will be aided, in 
each pair of the four districts, by a special assistant Judge or sub¬ 
ordinate Judge, who will during the greater part of the year be 
engaged in travelling about, inspecting and supervising all sub¬ 
ordinate Courts. In Bombay the Collector and his p-ssistants similar¬ 
ly move about, inspecting and controlling the revenue and magisterial 
administration, mixing with the people, and, in particular, examining 
the civil work done by mamlatilnrs. Long experience* has proved 
that the system produces excellent results. Secondly, revinion. The 
power of revision vested in the High Court by section 62Z of the 
Code of Civil Procedure is extended, on the analogy of section 295 
of that Code, to the special Judge, who will be enabled to call for 
and examine the record of any case and corlect failures of justice, as« 
also similarly to deal with cases called for and referred to him by liis 
assistants just mentioned. The powers of the High Court under the 
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same section will remain intact. ThinVy, sitting ‘in banco.’ The special 
Jiulpre anc^ the assistants with his authorization arc enabled to stay the 
proceeding's in yiy case pending^ in a subordinate Court, and to sit with 
the Judge as a Bench to try it. TI>o power of withdrawing a case and 
trying it himself, or transferring it to another Court, wh'ch the district 
Judge possesses under section 2.'5 of the Code of Civil Piocedure, will 
also be exercised by the special Judge, and by his assistants with his 
authorization. These provisions will enable imj^ortant cases to be tiied by 
supciior officers or a Bench, and promote that exorcise by such officers 
of their pei-sonal example, and that enlargement of their practical 
experience, which are thought so desirable by the Secretary of State. 

In conchuliiig tin's part of the subject, I sliould explain that the 
amended jurisdiction will, for convenience’ sake, supersede altogether 
that under the Mof.i.ssal Small-Caiisc-Conrts Act, and thus litigants 
who are not agriciillutisfs will, in money ra.^es, obtain tliroiighout the 
four districts the special advantages designed for the latter. Also 
no special provision is made for subordinate Judges moving about 
anil hitting at different places, because they can be required to do 
BO under the existing law. 

The procedure followed by the Courts under their now jurl.sdiclion 
will be pretty nearly that of Small-Causc-Courts, which again differs 
but little, except as to recording evidence at Icng.'h, from that of the 
Code of the Civil Proeeilurc One exception, however, is so import¬ 
ant as to require special mention. The Commis.sion pofntcrl cut that 
the proportion of cases decided in Bomb.ay e.r parte, or in the absence 
of the defendant, va.stly exccedc<l that in any other part of India. 
In the four districts the proportion ringed in 1876 from 60 to 74 
per cent , and la.st year from .'>7 to 66 per cent. This has been 
ascribed to a variety of causes, of which the chief probably are ignor¬ 
ance of the ryot that he has a defence, want of means to pay a 
pleader, conviction that the Court, for want of time or other reasons, 
will not go into the merits of his case or look beh'nd the bond, fear 
of irritating his creditor by a defence or fraudulent non-service of 
summons. The various provisions of the present Bill, however, 
completely alter the position. The obligation laid on the Court of 
going into the whole merits of the case, and, behind the bond, if 
necessary, to which I shall presently allude, will remove the first 
three of the above causes of backwardness on the ryot’s part, and 
will probably lead to his more frequent voluntary appearance. But 
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that obligation can scarcely ever be successfully performed in bis 
absence and without his help; and it is therefore considered indis¬ 
pensable to make it incumbent on the Court ordinarily to exerense, 
in all cases of a defendant’s non-appearanee, flio power of compelling 
him to attend, now vested in it by the Code for execjitional use. 
Comjmlsory attendance will meet the other two causes of absence 
abov'e mentioned. Any hardship xvhieh it might be supposed to in¬ 
volve will bo more than balanced by the consequent better healing 
of the case, and w'ill, moreover, be much le.sseneil by the proposed 
bringing of the Court nearer to the debtor’s home. 

Closely connected with the question of jirocednre is that of how 
far effect should he given to the suggestion of the Sccictary of State 
that po.ssihly it would be desirable to exclude jnofessional jileaders 
from the ‘courts with summary jinisdiction and without appeal up 
to a limited amount’ which he desires. Upon this point we have 
two precedent.s. d'ho Fiench Code excludes all skilled advocacy from 
the Courts of the Jugen de Pair, whether in conciliation or trial of 
suits. 111 the following most stringent terms : — 

*Anciin<i fivoiioa, ^^ictFiora, hmssicrs ct ci*<lornnt horumrs do loi on procnirnr® no 
pourront ropro^ontor Ics paitioa nux bureaux < 1 e paix ’ 

The Madras Regulation for village-niunsifs excludes itn-ofessionals, 
but allow's the deputation of a relative, servant or dependant—so that 
for instance, a sowkar could send his gomaultla, and a ryot could send 
or bring with him a clever son or nephew, educated in a Government 
school. It may be tiuo thatwliereaca.se, involving even a moder¬ 
ate amount, is intiicatc, owing to mortgages or other exceptional 
circumstances, a competent pleader may be of much use both to the 
parties and the Coiiit. On the other hand, it must be admitted that 
a pleader is a weapon at the command of the rich alone (one subordi¬ 
nate Judge even states that a pleader who often took ryot’s cases 
would lose his best customcis); that in simjile suits a pleader can often 
add nothing of value to what is in evidence, but only wastes time 
and introduces confusion ; and that the presence of pleaders pre-dis- 
poses some Judges to decide on what counsel put before them instead 
of going independently into the merits. Upon a balance of such 
considerations, the draft Bill follows the Madras law in excluding 
pleaders, but admitting non-professionals, in all cases before a village- 
munsif or conciliator. It also attempts to check the unnecessary . 
employment of pleaders in higher Courts, by excluding pleaders’ 
%\ 
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^jBes from the costs awarded in cases before a subordinate Judge not 
exceeding Rs. 100, unless the Court certifies that professional assis¬ 
tance was necessary to the proper conduct of the case. The appoint¬ 
ment of a pleailer by Hre Couit in eases where the debtor needs 
counsel but cannot obtain it, is also provided for. This has been 
suggested in several quarters, and seems reasonable. 

I must here venture to express my regret that a material simplifica¬ 
tion of the civil procedure with a view to saving delay and expense has 
not been found to be feasible. I see from official returns that in the 
Bombay Presidency in 1877, the average duration of unoontested 
suits was 162 days, and of contested suits 272. It is no doubt true 
that the intricacy of a suit ha.s no necessary connection with the amount 
in issue, and that a mortgage for Rs. .50 may jirescnt the same 
features as one for Rs. 5,000; and it may be argued with much show 
of reason that a Procedure Code should provide for all possible cir¬ 
cumstances, and be of general apjilicaction. At tlie same time, 
looking to the fact that, out of about fourteen hundred thousand civil 
suits of all kinds disposed of annually by the Courts of all grades in 
British India, some twelve hundred thousand, or 85 per cent., are 
for sums under Rs. 100, and six hundred and thirty thousand, or 44 
per cent, for sums less than Rs. 20, I cannot but feel, and I think 
the people feel too, that our Civil Procedure Code, with its six 
hundred and fifty sections and all that they involve, is in minor cases 
a burden almost too heavy to be borne. I trust the day may come 
when not only Deccan ryots but all India will obtain some relief 
in this respect. 

Having thus noticed the proposed reorganization of the Courts, 
I proceed to explain some important changes contemplated in the 
substantive law which they administer. These group themselves 
round two main heads—the definition of a debtor’s liability and the 
mode and extent of its enforcement. 

A court proceeding to determine the amount of a debtor’s 
liability is met tn hmine (in our four districts at any rate) by 
the undeniable fact that, as Me. Peddee exjiresses it, ‘the passing 
of a bond by a native of India is often of no more value as proof 
of a dobt he thereby acknowledges than the confession by a man 
under torture of the crime he is charged with.’ The Commission 
urge two points,—that the money-lenders have learned, through our 
system, to use and rely upon bonds almost exclusively, and that 
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their bonds are mostly no correct representation of actual transac¬ 
tions. In close connection with this difficulty about bonds is 
that of usurious and of compound intere-st, whether only levied 
in the account, or also provideil for in the bond. That the money¬ 
lenders do obtain bonds on false pretences ; enter in them sums 
larger than agreed ujion ; deduct extortionate premiums ; give no 
receipts for payments and then deny them; credit produce at 
fraudulent prices ; retain liquidatetl bonds and sue on them ; use 
threats and warrants of imprisonment to extort fresh bonds for sums 
not advanced ; charge interest unstipnlated for, over-calculated, 
or in contravention of Hindu law, and commit a score of other 
rogueries—these are facts proved by evidence so overwhelming 
that I scarcely know whoso to ipiote out of the five volumes compo¬ 
sing the Report of the Commission. Hence arises the question 
whether, as the Secretary of State exiirosses it, 'the Courts should 
be obliged to enter into the merits of every money-claim, whether 
for principal or interest, as they deemed just, and should in no case 
give compound interest, or a larger amount of interest than the 
principal sum.’ 

The answer in the affirmative has been maintained, in 
various quarters of not inconsiderable authority, to be in accor¬ 
dance with sound general principles of equity. Sir Arthur Hobkousb, 
in a note on the execution-sale of land dated April !i8th, 
1874, when alluding to some remarks by ‘a man like Sir John 
Strachey, who treats the subject with equal sobriety and ability,’ 
continues :— 

‘From my point of vi^w, I say that, if wlint ho lias 8.aid, or the major part of it, 
be now true, it can only bo met by a large increase of correctional power over 
contracts to be vested in judicial tribunals and strengthened by a usury law. In 
our own country the Courts of Equity invented laws for the protection, not only of 
persons of weak character and immature age, hut of expectant heirs, of rover, 
sionors—in fact, of all persons placed under temptation to mako^ improvident 
bargains. When they came across the usury laws they made them subject to the 
more sweeping law created by themselves, and moulded them so os to produce 
fairly reasonable, though not very legal, rusliUs. They laid hold of mortgages under 
which the mortgagee became absulato owner if the debt were not paid by a certain 
day, and declared that the parties did not mean what they had said, but that 
notwithstanding the absolute forfeiture, there rcmiqned an equity of redemption 
in the mortgagor. • • * I do believe that sensible Judges, armed with a laijge 

power of moulding improvident bargains, and strengthened by a usury' law in thp 
back-ground, may administer more than a trlBing palliative.’ 
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Sir Geokoe WixoiTi; wrote tbiis in 185;! :— 

* 'It remain') to bo shown liow it is that tlio cicUitor in oiir Piovinces li.is acquired 
a degree power over his deiitor w'licli is wholly iinhiiown m native States This 
power, it 18 clear*to luo has boon confcne<l by our htw-?, which onablo the creditor to 
obtain a decree QgHiMHt a dobtoi for whatever may bo written in Ins bond, and 
enforcement of that <lecroo by tlio atiachmcnt and bale of whatever property, 
movable oi mimuvablo, bis debtor may jiosscss or iu'i[uirc # # # The ursfc 

remedy I have to flii^gC'<t is as follows * * The cnactnu'ufc of a law' to permit 

tho Conit to decree in all cas(‘s, on e<|Uitabl<5 couaidoiiition, whatever lato of iiitoreat 
it may ileom pioja*r, but that in no oaoo hIihII tho total amount of inteicdt exceed 
tho pnncipul and that tho Court shall also m all cases bo atUbeitytoHx the 
atnouutof thopuncip.il ou c^juitabh^ coiwuloratioiis with icfeicnce to the amount 
which lb may consider to have bcim actually received by tbo debtoi, and irrospectivo 
of tho 8uin onteicd lu tho bond or at knowlod^ment of the debt ' 

Mr. Peuukr says : — 

A bond aliouUl not bo coiiaulercd autlkieut pioot of a debt unless its uutecedonts 
w’lll bear tho light, nri<l sliow that the considei.ition fui which it vv<is p.ibsod was a 
fair ua well as an actual one # # # * # # 

It appeals to nio that some limitation of the late of mcorest and some lostiiction 
ou groBsly nufjnr stipulutious in coiituvcts, as contiaiy to justice and public jiolicy, 
aio piacticabic anil expedient * 

From ‘ Tho Land and tlie Law,’ a well-known pamphlet by tho 
Hon’iji.e Mit. K We.'.t, of the Bombay High Court, I take 

the following evoerjits :—• 

‘If, on tho ono hand, tlioiofoio, tli' Si.ito .niisi noods loud ita uid to tho cieditor 
aa an cssen'ial condilKin of iiiatcim) piogress, it must, on th^ other hand, assign 
bounds and conditions to tins aid, without which it will piobabiy become an lustru- 
ment of social and political mischud I’.irticalar classes in Kngland sapposod to bo 
specially subject to imposition or unfair usage,- as scninen and mincia— are protected 
against disidvantageous bargnius The tiutli is rceognisod and acted on that there 
is no real ©rjimlity, even of the ro ghest kind, between them and their employers. 
Still less cull such an equality bo ussumed with safety in a community split up into 
sections, divided h> the impassable barriers of caste niul hereditary occupations. 
The extremes of astuteness nnd gullibility are tlms fostered and brought into 
contact * * * At nii earlier stage, boirowing at intercHt m Knglnnd, as else* 
whore, was genemlly au appeal of helplessness to avarice. # # * There are 

few wlio wdl deny that the India wo have to dojil wit2t is much more like that 
earlier England than tho England of today In the case of nil obligations for a pnnei- 
jwvl of not more than Ka 6iK), the Courts should have full power to treat any 
interest in excess of nine per cent ns simply penal, and to cut it down to such rate 
as should, under the circurnat^uces, seem just, a • • Compound interi^st should 

be disallowed, cousisieut as it is with sound commercial principles, m order to 
make it a disadvaAtago to creditors to learo obligations unsetiled until the debtora 
aro InTolred beyond redempiion/ 
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But upon this subject not only opinion but precedent are forth¬ 
coming. Of the manner in which our ({overnnient, a few years *ago, 
deemed it necessary to protect the r^ot we liavc a striking instance 
in a clause (stdl unrepoaled) of the Uonibay Regulation of 18'27. It 
runs thus :— 

Clause 2 —And iii Iho c.iJ9e ut u culii\atoi ot tluj ..od hunl 14*011 u wiilten 
acknowlodgmont executed ut u place which not at the tunc of budi executiou 
under Britiah ]uri8diction, if the circunistancea aie such to conviiiLO the Court 
that the creditor might veasouably be expected to po^sc■»^ other pi out ot tin. innouut 
besides such written acknowledgment (the eonaidcration icceived foi the saHiC beii’g 
contested), then tiie said wuting shall not be held coiichisuc ilh to tlie amount, 
whether tho defeudaut pro\o a dchciciicy in the coiisideiatiori 01 not, but llio Couit 
shall pass a decree for only such nmouni ua the chiiinant may otbei>Mhc prove to bo 
duo. 

The law which preceded it. Regulation 1 of lb2:5, nas e\en more 
explicit : 

Seetivn 30 .—Whenever a cultivator ot tho soil is Biie<l u|jon an aitiionlodgment 
m writiug oxoouted by him bctoio tho teriitory, wlicie it was executed, came into tho 
possosBiou of the Untish Ooveinmcut, it shall be competcut lor him to plead that ho 
(lid not leeeive a full cunsideiatiou for tho same, ivheieupou the plmntift shall bo 
retiuired to prove Ins debt m tho same niaiiiicr as if no utknoivle(igmcnt had been 
executed , and such sum only as m tho circumstonet's of the case is just and equit¬ 
able shall bo allowed ui the decree. 

The wisdom of our early legislators in thus dealing witli the facts 
ai’ound them was greater than their foresight, which led them to hope 
that with the planting of the British flag, and the establishment of 
‘a regular system for administeiiug justice’ the causes would pass 
away by which ‘^cultivators were easily induced to grant wiitteii 
obligations for larger sums than were due.’ 

What the Bombay Government of Sm Richard Temple have from 
the first substantially advocated, and what we really need, is 
something approaching to a restoration of this caily law, together 
with power to cut down unreasonable interest. The Court should 
set itself to do substantial justice in every case which* came before 
it, instead of being satisfied with the letter of a bond, or the bald 
assertions of either party; and it should, of its own motion, make 
such inquiry as it found necessary ho this end. On the one hand, 
a simple denial of consideration should not throw the burden of proof 
on the plaintiff, but, on the other, if *lhe circumstances were such 
that he ought to have clear accounts and evidence, and he failed to pro¬ 
duce them voluntarily, or on the Court’s requisition, the C^rt would 
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ilraw its own conclusious against liim accordingly. If he did not 
come into Court with clean hands, he would be entitled to little 

r 

consideration, 'fho Court should not go further in any case or against 
either side than sulliced to get at the truth of the matter, and to 
give an equitahlc decision. There appears no reason to fear that 
such an exercise of its discretion by the Court would be either 
unfair to the creditor or demoralizing to the debtor. The objec¬ 
tions to usury-laws are well-known and so cogent that only special 
circumstances c.an ju.stify special legislation. Even a maximum 
legal rate of inteiest, however, had this advantage that, as iMn. Wf.st 
says, “ it set up a standard, and gave hxity to men’s vague ideas of 
what might reasonably be asked for the use of money in those 
numerous eases in which the loan partook but slightly of the charac¬ 
ter of a true mercantile transaction.” Where the rate of interest is 
regulated by the oidinary laws of supply and tlemand, interference is 
indufeiisiblo, unless, as in the case of interest after decree, the security 
be changed. But where, as Srii John Stracjiey has said, ‘ tlie condi¬ 
tions depend more upon the degree of simplicity in the borrower, and 
of rapacity in the lender, than on anything else,’ no such respect 
need he paid to them—the less so that with Hindus we have the 
support of the law of (him-diip'it, and that the security will be greatly 
increased by the provisions for recovery to be mentioned .shortly. 
It has been urged and with some Iruth, that tliere is nothing in the 
present law to prevent such empnry and doing of substantial justice; 
that certain rulings of the Bombay and other High Coiuts are sugges¬ 
tive of this course and support dam-dupal, and that the provisions 
of the Contract Act as to undue luHuence are very wide. But, 
however this may be, the practice of the lower Courts is usually differ¬ 
ent, and there aie good rea-soiis to fear that, unless their duty in this 
respect be clearly expressed in the law, ignorance of rulings, press 
of work, indolence or a desire to get through cases rapidly, will, as 
hitherto, tend to prevent its jierforniauee. It may be pointed out 
linally, that Lord Ciianbrook, besides confirming the sanction given by 
Lord Salisbury to the iiitroihiction of the Bombay draft Bill contain¬ 
ing provisions on the principle aliove referred to, appears to look with 
approval on ‘ extending the powers of Judges to modify the contracts 
entered into between maii'aiid man.’ In accordance with this view, 
the'firet four sections of Chapter III have been framed, and will 
apply to»aU determination of the debts of agriculturists which may 
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take place under the Act. The history and merits of disputeij or 
doubtful cases will be enquired into, and an account will Jao taken in 
a certain way if the Court eonsidei-s the ag'roemejit not fair and 
equitable. Whether these sections express intelligibly, or will secure 
effectively, the action needed, seems doubtful ; hut they can peihaps 
be improved in Select Committee. Kcgardiiig this safeguard and ] 
those of registration and accounts already explained, I should perhaps 
observe that any ingenious person can imagine methods by which 
debtor and creditor in collusion m.ay evade them. But the same may 
be said of many other most beneficial enactments. We can only help 
those who will help themselves; and I believe a largo proportion of 
our Deccan peasantry wdl take heart of gr.ace to do so. 

A second important question affecting the determination of the 
amount of the debtor’s liability is that of the period of limitation. 
The old law of Bombay (Regulation 5 of 1827, .sections 3 and I) fixed 
twelve years in the case of debts snjipovted by a bond, and six years 
in the ease debts not so supported, as the periods within which civil 
suits for recovery must be brought respectively. By Act 14 of 
1859 these periods were reduced to six and three years respectively, 
with the farther restriction that a debt siqiported by written con¬ 
tract was to come under the throe years’ period, unless it was 
registered. This is the present law, Acts 9 of 1871, and 15 of 1877 
having made no material change. There is an almost universal 
consensus of opinion that, as the Commission say, ' the reduction 
in the periods of limitation has been the cause of considerable 
hardship to the debtor.’ Under the old law, the debtor was 
rarely sued or called upon to renew the bond till near the expiration 
of the twelve years, and then he was, at most, sued under the 
provision of dam-dupat for twice the principal sum lent. But under 
the law since 1859, the creditor is forced within every three years 
either to sue the debtor, or to obtain from him a fresh bond for 
principal and any accumulated interest. In practice, he does so nearly 
every two years, in order to make sure of not missing the period 
through any accident or default. To show the difference between 
the two laws: Rupees 100 at 9 per cent, become Rs. 208 in 12 years; 
but if the bond be renewed triennially, the amount is raised to 
Rs. 260. At the higher rates which are Mit too common the effect 
is more startling. Rupees 100 at 25 per cent, become Rs. 40?) in 
twelve years; but renewals eveiy two years produce a total of 
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Rs. , 1,139! That these results are actually enforeed in practice 
is amply proved by the evidence taken by the Commission, from 
which Ml!. Pkdpeu (in an interesting article in Tht' Ninffemth Centui'i/ 
for Septemher I877)f>ives a few illustration.? In short, the debtor 
thus suffers the cost of wrilin}^ and stainpin*^ a new bond ; is charged 
compound interest instead of simple; often has to bear the expen.se.s 
of a suit ; and, finaliy, is fre(|nently obliged also to submit to a 
large nominal increase of the prinei|)al, as the jirice of the creditor's 
forbcaiing' to sell him entire!}' up, or to have him arrested and 
imiirisoncfl. It is ]ierhai)s iinneeessary for me to quote nnniercus 
authorities at length to piove these general results. The collective 
opinion of the ('ornmission ha.s been stated. Mi(. AncKLiNn Colvin 
summarizes the evib, and favouis a change. Mu. S i.mbiii ru\,s id has 
treated the subject with much minutene.s.s, and .stiongdy urges 
the restoiation of the old Moinbay law. Revenue and Judicial 
Otricers, both Nat ivc and European, take the .same view in their 
letters to tin* ('omrnission. Mu. Peddku has been (piotcd already, 
Mil. WKDiiEiini UN, in a rejioit specially called for bv the llombay 
(loiornment, advocates a twelve and six vears’ limit; and it 
has, I obseive, heen adojited as ilesirablo at a public meeting of the 
inhabitants of Roon.a held not long ago. 'fbe C'olleetor of Poona gave 
evideneo to the .sniiio effect before the Famine Commission. 

Tile onl\' [ilea Mliieh li.is, as far .ns I am an are, been adi.anced 
ill favour of the tlircc-ycars’ peiioil i.s tb.at, it obliges the ni.'iking u}} 
of aceouuts at short luterial.s, thus enabling the ri ot to know how 
ho stands, and preienting his being deeply involveil without liis know¬ 
ledge. This ohjoction had, undoiibtislly, very considerable weight 
at tlie time it nas made Whether the benefit of a short aeeount, 
thus secured by a lliree-}'ears’ limitation, outweighed the eiils of 
a new bond, eompound interest, &c., wliieb it entailed, is a point 
upon which fbere may well be difference of opinion, lint the whole 
aspect of tbc’qnestion seems to be oh.anged by the provisions in 
Chapter 0 of the Bill reganling reeeipt.s and statements of aeeount. 
Taken in connection with section 17, which enables any agriculturist 
to sue for an account, and to get a declaration of the amount 
really duo to him under all the new and searching provisions of the 
Act^, it would appear that ?he object of short accounts will now be 
attained, and perhaps more efficiently than it ever could hare- 
been by the indirect expedient of a limitation-law. Under these 
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circumstances, it is proposed to •restore, by section 72, the old 
Bombay law. 

I now proceed to the second head— the mode .and extent of 
enforcement of equitably determined liability. In the execution of a 
decree by sale of movables, tlie necessary wearinp^ apparel of the 
judgment-debtor and his wife and children, his implements of 
husbandry, and such cattle as the Omit may deem necessary to enable 
him to earn his livelihood as an agriculturist, are now protected by the 
amended Code of 1877 ; so it has not been thought necessary to go 
further. As to execution against the \)erson by arrest and imprison¬ 
ment, I rejoice to state that it is now considered expedient to 
abolish it altogether. Imprisonment will still be inflicteil as a 
puniBhment for fraud detected on insolvency; but that is a totally 
different thing. The uiaiiitenaiiee of imprisonment for debt, as 
found in the Indian law, is cipially indefensible in principle and in 
[iractice. As to jn'inciple, the Deccan Biots Commis.sion make 
clear that point, utilizing the opinions of John Stuart Mill. Their 
appendice.s teem with evidence in detail as to the extortion and 
wrong of which the warrant of airest becomes in practice the engine. 
Unacknowledged paymients, fresh bonds for sums iinadvancetl, life¬ 
long slavery, and even female dishonour may all be obtained—the first 
three constantly, by the mere protluction of the wan ant of arrest 
w'ithout enforcement. They say, for instance, that in 1874 'it 
would seem probable that somewhere about I 50,000 warrants had been 
used as threats only.’ The outcry against imprisonment from 
officers well qualified to judge of it has been unifoim and persis¬ 
tent. Its abolition is unanimously recommended by the Deccan 
Riots Commission. ^Ib. Pkddeb and Mis.s Nioiitinoale have in 'fhe 
Nineteenl/i, Cen/iiiy brought the evils it causes prominently before 
the British public. Sir Ebskine Perry gives its abolition his 
'unqualified approval’ in a note dated December Jst, 1877. Judicial 
officers and pleaders take the same view as the executiise. Were it 
even defensible in theory, which wo have seen that it is not, the 
abuses to which, in a country like Western India at least, it is 
proved to lead in practice, afford sufficient ground for its condemna¬ 
tion in the districts to which the Bill is to apply. The case has 
already been once laid, though less perfectly and authoritatively < 
than at present, before the Governor General’s Council in ttie 
debates on the Civil Procedure Bill. The representations I then 
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ma<le liwl the warm concurretfbe of Siu Edward Baylby and the 
learned ¥ vocate General for Bengal (Mn. Paul). The discussions in 
Select Committee as \\ell as in Council showed that the objections to 
the measure related less to its principle than to the other arrange¬ 
ments, such as an effective insolvency-law and a speedy recovery of 
6ona Ji(ledc\its, by which it ought to be accompanied. These the Select 
Committee and the Council could not see their way to, owing to the 
insufTiciency of the judicial machinery m the mofassal ; and the 
matter may be held to have been deferreil rather than ncgatiied. 
But the present Bill provides all these necessary accomjianiinents 
for the distiicts to which it is to apply. Impi i.sonment w'as, at 
best, a baibarons device to meet the case of a debtor’s concealing 
his jiroperty or refusing to give it up. lender the diaft Bill, it 
will be (juite unnecessary for those ])urposcs, and reserved for cases 
of flagrant fiaud or dishonesty in insolvents. In this altered 
po.sition, I tiust that no hesitation will now he felt hy the Council 
in abolishing a .system which has been proved to be grossly abused 
as an engine of extoition, and is m o])position to tlie legislation 
of the civilized -world. 

TIio case of execution of a decieo by .sale of immovable 
property remains for notice. The problem of wdieflier .«uch sales 
should bo enfoiced—one of the most dilfienlt by which Indian 
administration is beset—is entirely tlie creation of British rule. 
Although the later Hindu law permitted tlie sale of land ‘on proof 
of necessity’ and Alahomadan law placed no bar to it whatever, the 
general feeling of the country against alienation of ancestral 
If^nds, coupled with tlie tiilhng value of the right of occupancy 
and the political objections to expropriation felt under a Native 
(lovernment, to which I have already alluded in my sketch of the 
system of Native States, appear to havm co-operated to prevent 
sales to any noticeable extent. But under our judicial .system 
‘the sale of land registered in the collector’s book is’ (as observ¬ 
ed by Lord Stanley in a despatch of January 25th, 1859) ‘the most 
ready way of onfoicing a judgment : it gives the least trouble to 
both the creditor and the Court, and holds out eveiy inducement 
to both to resort to that mode of satisfying the decree in pre¬ 
ference to any other, even in the most trifling cases.’ The Code 
.provides, indeed, an alternative to sale of the nature of an elegit, 
or temporary alienation, by allowing the land to be placed under the 
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management of the collector for a’ term of years, not exceeding 
twenty, whenever there is reason to belie\e that the liability can 
be thereby cleared ofp. Uiih the sections enacted in ,18ol) were not 
efficient for the purpose in view, and llierefore little acted on. 
Those substituted in 1877 accidentally becanu' almost unintelligible 
and we arc now amending them. Practically, theri'fore, sale has 
hitherto stood in the Code unfettered. 'I'lie extent to which this 
judicial system has been allowed to play vanes remarkably in 
different parts of India. In Lower llengal a zamindaii and certain 
subordinate tenures are freely saleable, but the tenure of an 
occupancy-ryot is not ; "and the local legislature are just now 
considering whether transfer shall be allowed, piovided the 
purchaser be a brother-iyot and not a money-lender. Saleability 
in execution will, of couise, follow [lower to transfer. In the 
Punjab, hereditary or joint-actpiired land cannot be sold in execution 
without the sanction of the Chief Couit, or other land without 
that of the Coininissiouer. In the Central Provinces and Oudh 
ancestral jiropeity coiinot be so sold without the sanction of the 
Chief Commis.sioner, or self-acijuired property without that of the 
Commissioner. In Ajmer all sale is absolutely prohibited. In the 
N.-W. Provinces, Madras and Bombay sales are unrestricted. The 
IKisitioii of the (piestion as I have just described it is generally 
admitted to bo uusatisfactoiy. In a correspondence oiiginated by the 
de&iiateh of Lord St.vm.ey already quoted, cairied on throiigh the last 
twenty years, and now here embodied in some four hundred pages of 
print, the ipiestion of a remedy has been discussed by the most able 
administiators throughout India. The alternatives of making land 
by law absolutely unsaleable for debt; of enabling proprietois to make 
it so by voluntary trusts or entails; of limiting sale (as in some 
native states) to any surplus unnecessary for the subsistence of 
the proprietor and his family; of replacing sale in execution by 
usufructuary mortgages for tlie debter’s life, or a maximmn term of 
years; of restricting sales to specifically pledged laud; and of 
confining the power of sale to the Chief Court of a district—all 
these have found jjowerful and zealous advocates. In favour of 
restriction generally, it is urged that to a community whom a variety of 
circumstances combine to constrain or tempt into debt, the addition of 
the land to the security they can offer is no advantage whatever, but 
the reverse. It merely amounts to a permission to live on capital, instead* 
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of living on income, anticipated |M!rhaps, but still only income. The 
process of living on capital is but a short one, all the woild over. 
Abolish the whole laiid-icvemic to-morrow, and the ju'oeess would 
merely be somewhat prolonged. The inevitable end must come at 
last, but its concomitants of eviction and penury will, where the evil is 
wide-spread, lead to larg-o charitable relief in famine—peihajis 
eventually to a poor law, and arc also, in paits of India at least, 
politically dangerous. Hut the conclusion of this Council when 
passing the Civil Pioccdiirc Code, as cxjilaincd most fully by Siu 
AiutHjR Hobuol.se in a icmaikable speech on Jllaich ^Sth, 1877, was 
that, though special niea.suies might be admissible m particular 
localities, the jilan of tenniorary alienation thiongli the Collector for 
a term of j'ears, whenever the property would be ultim.ately saved 
thereby, being in accordance with the ]iast course of legislation 
regarding land in England, and not lueijviitablu, deserved a fair trial; 
and that, befoie going further, an attempt slioiild be made to give 
life to the intentions of the legislators of 1851), which have to a great 
e.\teiit failed of effect. 

My object in this statmnent of the position of the land ipiestion, 
which I fear may be deemed a digies&iou, is to account for the absence 
ill the Bill of any attempt at a final eoinpielicnsive seltlenient of it, 
and at the same tune to show the connection and admissilnbty of the 
two limited measures wliieli are proposed, yection 23 exempts the 
land of agneultunsts from attachment and sale unless it has be 2 U 
specifically pledged. The eijviity of thus icstiieting a creditor’s 
security has able champions in the general correspondence already 
referred to. But in Bombay the question is mainly one of fact, 
whether the existing debt can be held to have been, on the whole, 
contracted in view of the security of unpledged land. Keeping in 
mind the large proportion of such debt which the Commission found 
to be ancestral, the recent date (18(5.5) of the legalization of transfers 
of occupaifcy, the know-n reluctance of the ryots to pledge their 
land, and other considerations, the first local authorities have decided 
that it cannot. I must confess to some misgivings as to how the 
exemption may work in practice. The money-lender may everywhere 
make the execution of a bond, laying on the land all his existing 
unsecured advances, au indispensable condition of further accommoda¬ 
tion. At the same time, the exemption rests as to the past upon a 
perfectly intelligible and reasonable basis, while as to the future, the 
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proposed village-registration will at least ensure that every r^ot 
when he pledges his land shall understand what he is iloing, and 
insolvency will ojien to him a loophole of eseajx' when nil reasonably 
pressed by an extortionate credittir, if he prefers that alternative. 
The second measure, also contained in section is the grant of power 
to the Court, when pa.ssiiig a deciee or subsequently, to direct the Col¬ 
lector to pay off the amount by managing, for not more than seven 
years, any land not specifically pledged, after deducting a niodieum 
sufficient for the support of the debtor and those of his family depend¬ 
ent on him. This eouise, which is only a new application of the 
principle of tcmpoiary alienation, will add greatly to the creditor’s 
security, while diminishing the wony and exfiense to both himself 
and the debtor; but I reserve further exposition for the Insolvency 
chaiitcr, where analogous iirovisions occur. 

While thus contemplating the continued recovery of debts from 
movables and land, however, jiclicy no less than justice demands 
that the last refuge of an effective insolvency-law should be pro,- 
vided for the debtor. Such a law is really the bottom of the whole 
matter. Compared with what we mean to compel a man to itny, the 
question of what we shall hold him to one sinks into insignificance. 
The need for it has been generally admitted for a long series of years, 
and has led to various legislative efforts and measure.s. Sin Geoiicie 
Wingate in ISosJ advocated strongly ‘the enactment of a simple and 
equitable insolvent-law to enable a debtor hopelessly involved to free 
himself from all his liabilities within a limited periotr; and, so recently 
as December 23rd, 1877, he wrote thus: ‘Of all the remedies 

proposed, I estimate the Insolvency Act as of the highest inifiortanpe, 
and as likely to prove the most eflicacious.’ Siu Bautle Fheue in 1853, 
when Commissioner in Sindh, issued Rules which worked well, but 
were superseded in 18(51 by the Code of Civil Procedure. Mu. 
William Frerb, Member of Council at Bombay, introtluced into 
the Legislative Council there in 1863 a Bill based on the’se Rules and 
the Insolvent Act of the Presidency town (11 & 12 Vic., cap. 21), but 
applicable to the whole Presidency. It was carefully matured in 
Select Committee, but was eventually withdrawn in 1867 for a variety 
' of reasons, of which the expediency of awaiting the result of con¬ 
templated legislation in England was one of the chief. Sir James* 
Stephen in 1870 introduced into the L^islative Council of the 
Governor General an Insolvency Bill applicable to all India. It was 
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tak^cn almost cntiioly fioin the English Ihinkuiptey Act of 18611; 
and on ciifiilation to tl)e Local (Io%eimiicii(s wan gcnorally hold to be 
too conipheatec^ and iiiisuited to the cucninstaiiec'. ol llio Indian 
niofassal. In IS72 ^Iit. (now the Hon’ri.c Jisiicn) \\ i.ni', Judge of 
the Sadai- Court in >Sindh, pro[)o-'ed a Jiillnith the essential features 
of the oiigitial rules of that Province; but the niulter nas not 
proceeded with. The measure generallv is also adioeated in his 
well-known pamphlet, ‘ I'hc liHiidaud the Law.’ In 187:1, siLo, the 
Punjab made a inateiial steii in advance in the Laws .Vet then 
jiassinl. 

I poll I he acknowledged harshiie's ol the Indian law of liisoKency 
as it stood up to 1877, I need not enlarge. 'I'he new Lode of that 
_\ear, togetlier with tin* amending Ibli, winch will, I liojie, be jMssed 
at oiir next sitting, have so fai relaxed it, that a debtor aiTCstcd 
or iiniinsoned, or wliosc pioperlt has been attached, may, b\ ajiplica- 
tion, obtain a general impury into Ins affairs, a declaiatioii of 
insolvency, and a release, if in jail (with iininiinity from .siibsecjneiit 
arrest for the scheduled debts) on Ijuud julc sui lender of all his 
proiierty. .V judginent-eieditor also may apply for such declara¬ 
tion. A liiial discharge ina\' also be granted b_v the C’oiiit at its 
discretion where the debts do not exceed Its .-iUO, and is m any case 
acquired on payment of one-thiixl of the scheduled debts, if the 
assets do not produce more, or after the 1a|ise of twehc years. The 
law is still, however, most defoctiio. Ajiplication may not be 
made by a ilehtor until process ha.s issiieil against him; arre.st is 
retanicil, and imprisonincnt, tlioiigli for a shorter period ; nU property, 
OACept the movables exempt from sale in execution, must be 
surrendered; the debtor may be siimmaiily imprisoned for a year, 

‘ at the instance of any crerlitor,’ for concealment or bad faith, while 
no such penalty awaits the eroditor; and, iu some cases the debtor’s 
future eariiuigs will be unreasonably buixlencd, while in others the 
creditor will'not get xvliat might fairly be recovered for him. Finally, 
the whole becomes a farce through the restriction that the Court may 
not grant a declaration unless it ‘ is satisfierl’ that the debtor ‘has 
not, knowing himself to he unable to pay his debts in full, recklessly 
contracted debts,’ ns if jiersons able to pay in full were the usual 
• customers of the money-lender. 

The fact is that insolvency-law for the Indian inofas.sal made an 
altogether false start. In England fraud by the debtor is the chief 
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danger, and even the legislation of ISfiO has failed thicuoh.his 
ingenniiy; in India fvand bj' the cieditor has alinost wolely to be 
gnardod against. In Kngland insol\enev is jnef-invably a rran’s 
faultj in India it is presiiinablv only his niisfoitiine In England 
embarrassment ordinaiily aiises lioin gioss e\'tra\aganee or rcehlcss 
trading; in India one or moie bad the less of a bullcck 

or two, or the icligions noeessit v of main mg' a child, are 
its most fre<|iient origin; extoition and fiand by cicdifnis help 
its onnard eonise Yet in Englaiid insohenry has hilheito 
been treated more leniently than in India. ATisfuilnne has heio been 
made a ciime, foi whieh e\en life-leitg slnMij’ might not atone. 
Sniely, \\o must divest onrseh es of nnieh confiLsion of ideas. Whether 
a man is insolvent or not is a mere <|nestion of fact, (piitc uncon¬ 
nected with the en(|niry how he came to he so How much he can 
repay, without being made a n-seless or dangeions nicinher of society, 
is a mere matter of ealeiilat ion, info which the moial aspects of his past 
conduct cannot enter. To such oinjuiries, idoss of uxci go ard punish¬ 
ment are altogether irrolevenl. Imprisonment is only ajijiropriate 
for concealment, contiimaej and other foims of fiard. To dcelaio 
an agiionlturist inso’vent when he is so; to set a icasonablo time 
before him dining ■which he shall woik himself free and loscvve the 
means therefor; and evcntnally to stait him afiesh with tlic lesroii 
of expel ience, seem moie sensible fban to lock liim np for a time 
while his family are staiving, and then turn him adiift a beggar. To 
the creditor coitairily the former eonr=e will be the more pirofitable, as 
also to society. 

In accordance with these principles, the Bill, in the first pla«e, 
provides (section 20) for the numbciless pietty cases in which the 
means of the debtor, the claims against him, and his jiartial or total 
inability to satisfy them, come before the Court in the course of the 
suit or appilieation for execution. Where this is so, it is far shorter, 
simpler and less troublesome to all-parties to empower the Court at 
once to settle the matter than to let it go on through the perfectly 
useless, but costly and vexatious forms of taking out execution, and 
applying for declaration of insolvency. Wbcie the case is quite 
simple, the Court will, therefore, release the^ debtor from any balance 
which it is satisfied he cannot piay. When there are several creditqrs ‘ 
or other complications, and the amount exceeds Rs. 50, it may at 
once direct the taking of insolvency proceedings. Again, where such 



176 


JIDII fF JMFETin .‘.CEJCl ntBJ^T.e. 


liioeocdiugs arc instituted, either so or on the application of either 
debtor or cieditor, ascertained insolvency will be at once admitted, 
and the Conit nill proceed to turn the available assets to the best 
advantage. To avoid the fiequently luinons loss through selling 
movable.s by auction, the Conit may hand over articles at a valua¬ 
tion made by as'-t'ssoi«. As to immovable propeity, any portion 
specificaMy pledged for a scbcdnled debt may bo let lent-fiee for a 
jiicmium for a teim not exceeding twenty yeais, instead of being 
sold if the debt can thereby be cleared off. Portions unpledged may 
be banded over for a toi m not exceeding seven years to the Collector, 
who will assign to the insolvent siitlioiint to maintain himsplf and 
those of bis family (lei>endent on him, and lease the remainder for the 
benefit of the creditors. Tn practice, the lessee will probably some¬ 
times be a creditor, but more often the insolvent himself under due 
Fccrnit 3 ' If the debts cannot be fully paid off by these measures, the 
insolvent will bo disebaigcd from the balance. The )'ro])rsal v\bich 
has been made that the fixed period should be subject to the life of 
the insolvent has been rejected as too nnfavomable to the creditor. 
The limit of seven v'oais has been fixed after careful consideration 
of the vaiious proposals relating to temporary alienation contained 
in the land-sale corrospondenee already spolccn of. If a man’s debts 
are so heavy that be cannot clear them off in this time, it is 
bettor that be .should get a disobarge for the balance, than that be 
should diag on as a slave without hope of freede m or stimulus to 
exertion. 

Reviewing the Rill broadly, it may fairlj' be said to secure, to 
ail extent not bifberto attempted, (1) precautions against fraud by 
either debtor or creditor iu their original fmnsactions with each other; 
(2) iiiteiposition of friendly conciliation between disputants, previous 
to litigation ; (3) approximation of the Courts to the homes of the 
people; (i) some small simplification of procedure and diminution 
of the expense and technicalities arising from legal practitioners; 
(5) equitable jurisdiction to rcvluce all exorbitant, fictitious and 
fraudulent claims ; (6) finality of judicial decisions, subject to ade¬ 
quate safe-guard; (7) prompt and unfailing enforcement, tbrougb 
the collector when necessary, of all adjudicated claims of reasonable 
tunonnt; (8) disobarge of the debtor from such claims, or balance of 
4hem, as, after all reasonable enforcement for a long period, could not 
be fully realized except by demoralization or life-long bondage. 
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Such a result, while falliiif^ not short, in favour of cither debtor 
or creditor, of what is fairly commensurate with the nature* of the 
case, the analogy of laiv mother couutries, the iiiles’of pecuniary 
need and supply, and the stru-test equity, <^oes no faither in reform 
tlian the political necessity of a prompt and eifeetive remedy for the 
social disorders of the Deccan ajipears imper:iti\ely to demand. 

If I am asked what f think will piohably h<‘ the effeets of the 
measure, and how far T c’cpeet it. to b(‘ sncci-ssful, 1 must lejily that, 
althnu-rh I cannot undertake to answer for all the det.viled provisions 
of a Rill which is the outcome of rc\ ision at moie hands and autho¬ 
rities than one, I think that it cannot hut be most beneficial, and that 
it will to a f^freat extent meet the nei'ds of the Deccan, jirovided 
it he snpplomeiited by e<eculive action in the dlreelions already indi¬ 
cated. OF course, no one expects from it tlie abolition of indebted¬ 
ness for all time, 'fhe ryots are 'ilepressed and eriislied by a variety 
of coneiirrent causes.’ AVith only one cl.iss of these, tli(u.}»li, perhaps 
the lar^rest, does the Bill profe-.s to de.il, but in a way whieli may 
reasonably be rewarded wdth .sueee.s,. .\t least, it oives effi'ctive help 
to every ryot who is disposed to help himself. '^Plie reorj^aiiizatiou 
of the Courts is favourable to all parlies. 'I'lie relations of debtor and 
creditor are adjusted on fundamental principle®, equitable as between 
tlio two, and essential to the cohesion of society. A man should pay 
what lie re.ally owes, an<l no more ; but bis creditor should not bo 
allowed to use the State for the purpose of be^f^arini? and enslaviiif' 
him. On the other hand, we cannot justly and reasonably leoi.slate 
for the summary relief of the debtor from unjust and extoitionate 
claims, unless we also f^ive to the creditor full and effective aid in* 
obtaining all that is fairly due to him, and reasonably recoverable. 
A creditor’s ditRciilties when lie has got bis decree should be rodneed 
to a minimum. If we make the decree a just one, it should 1)0 effeet- 
ivel}' enforceable. Without ample provision on this piiijciplc, the 
destrnotion of the ryot’s credit or bis bondage to secret and extor¬ 
tionate agreements must ensue, and all our well-intentioned interfer¬ 
ence will do harm instead of good. With such provision, the measure 
will not injure the ryot’s legitimate credit, but improve it. Against 
all prognostications to the contrary, I set the .actual facts observable 
in native states. The ryots there get all the credit that is goixl* 
for them. I have no faith in the virtues of unlimited 'tick’. Borrow¬ 
ing and lending with a view to securing permanent enslavement will 
• 23 
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tfo doubt be checked ; and so much the better. Bonnjide debts should 
be tnore*easily recovered, and more reasonable interest would thus be 
profitable. Finally, a legitimate mode, more practicable than any 
yet suggested, will be provided for gratlually cleaving off the mass of 
existing debt which now weighs upon the people and stops all im¬ 
provement, while the great institution of a peasant-proprietary, which 
is at once essentially Indian and considered in Europe the best form 
of tenure for a free people, will not be destroyed. 



[^ExtractsJ'rom the Proceedings of the Govenior-GcneroU’s Council, 
dated the 24th, OeloLer, 1879.2 

Deccan AGaicuLTUiiisrs’ Rei.iev Bict.. 

Sir T. Hope said :— 

Considerable critieism has been directed ajrainst section 32, 
which exempts land from attachment and sale in execution of decrees, 
unless it has been specifically pledged. In my introductory speech 
I sketched the position of the land-sale question, and explained the 
reason for the absence from the Bill of any attempt at a final com¬ 
prehensive settlement of it, and for considering the restriction of sale 
to specifically pledged land to be equifablf'. In the decision of the 
question I had taken no part, as this restriction had been proposed 
by the Bombay Government, and accepted by the Government of 
India and the Secretary of State, before my connection with the Bill 
commenced. I ventured, however, to express my views as follows :— 

1 must confess to some misgivin^fs aa to how the exemption may work in practice. 
Tho monoy-lcndor may ovorywhoro make the execution of a bond, laying on tho land 
all hi9 existing unsecured advances, an indiHpcnsablo condition of further accom¬ 
modation. At tho samo time, tho exemption rests as to tho past upon a perfectly 
intolligiblo and reasonable basis, whilo ns to the futnro tho proposed yillage registra¬ 
tion will at least ensure that every ryot when ho pledges his laml shall understand 
what ho is doing, and msolveacy will open to him a loophole of escape when 
unreasonably pressed by an extortionate creditor, if ho prefers that alternative. 

My doubts have now been more than echoed by Mr. Justice 
M.vxwell Mei.vill and Mr. Justice West, tho former of whom predicts 
that loans excepting on mortage, will soon be unknown; while the 
latter, concurring in this, adds that the mortgagee will, by tho opera¬ 
tion of the Bill, be driven on to become a purchaser, and the ryot 
will have no alternative but acquiesce in sale. Here I would only observe 
that the most demonstrably correct economic calculations ^re liable 
to be defeated by moral and sentimental causes, and that it by no 
means follows that mankind will do what logically they ought to do. 
It may be that the affection which the ryot bears to his land will 
lead him to defeat his creditor by insolvency; that the competition 
amongst money-lenders, which the Deccan Riots Commission rejxirt, 
will cheek the exaction of landed security; and, best of all, that 
the difficulties of borrowing will tend to keep the ryot’s Iran- 
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actions Within In', nlean!^. Tlie i!?»ue can only be known upon ex- 
perimei^. But it &ecms clear tliat the coni>e whicli has been adopted 
was the best under the circumstances. solution of the land-sale 

(luestiou admittetl to he satisfactory is forthcoming. Mr. 

J i M'lcn M ELVll.i, candidly admits th.it ho has not got one to produce; 
the reservation to the r^ot by 'a kind and impaitial authority’of 
the ‘ niiiiiininn of land’ rcipiisite for ‘ a decent .subsistence,’ which Mr. 
J r.sTK'i; M'e.st advocates has been soverel\ criticized, diiectly and in¬ 
directly, bv ^ery eoni|ietent aiithoiities. 'I'o haie jwstponed relief 
to the Doeean till this (picstion was settled for all India would 
have been little le.-.s than eiiiniiial , to have made no attempt to check 
the rapid alienation of ryots’ lands, by a method eipiitable in itself 
and offering the chance of even a limited success, would have been 
neglectful. At the same time, it is also clear that the laml-salo question 
caiiiiot be put off much longer, aiul I earnc.stly hope that what has 
been written, said and done upon this Bill may acceleiate its solution. 

1 must now notice the important subject of management by 
the collector, jivovided by olanse 'I of section it, and by section iiU. 
Til my introductory s|)C('cli I said that—‘compared with what we 
mean to compel a man to pay, the ipieslion of wliat we shall hold 
to ci’c" sinks into iiisignilicance’; and, again, that ‘we cannot justly 
and leasoiiably legislate for the siiniinary lelief of the debtor from 
unjust and extortionate claims, iink-ss wo aNo give to the cieditor 
full and effective aid m obtiiniiig all that is fairly due to him and 
reasonably rc'covcrable. A creditor’s ditUcuUies when he has got his 
doevoc should he leduced to a minimum. If we make thcdecicc a just 
one, it should he effectively enforee.able AVithont ample provision on 
this pi ineiiile, the destruction of the lyot’s credit or his bondage to secret 
and extortionate agreements must ensue, and all our wcll-iutciitioned 
interference will do harm instead of good. AVith such piovision, 
the mensuie will not injure the ryot’s credit, hut improve it’. 

In short, I look upon this piovision as the kcyslono or 
test-point of the Bill. If it woiks well, the ryot’s credit will 
be secuicd on a satisfactory basis, if otherwise, his borrowing, 
even for reasonable puiqiosps, within the limits of his true means 
will become most difficult, xvhilo the alternatives of absolute 
non-traiisfembility of land, or eviction and a poor-law,, will 
stare us in the face. I note, on the one hand, that the Poona 
Sabha, Mb. Moore and Mr. Naylor doubt the collector’s power to 
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iiiaiiayo v.iht iiuinbei'tj of sm.ill lioldinf'r-, whilo tlu' Coiuuiis'.ioiicr and 
the other two Colleetors eonsiiiltod express no niis<rivine's oiw the 
subject. I myself consider that there need be no fe^r of failure, 
provided it be, from the first, rccoe;iii7.<‘d (hat the tluty is important 
and difficult, not to be performed bv nunx' perfunetorv orders, 
passed on from the Court to the l'ilk<iriii throin;'li an mter\enm<f 
chain of little-heediiiii; functionaries Sneecss will, I anticijiate, 
lie most frequently in a pivity elo'C .adh nenee to the si stem in 
native states, and to the provisions for securitv and reeovery 
still extant in our law, tlioiinh of late lears little resorted to. 
If the ryot be retained as cnltivatoi ivdierever possible,—if a 
reasonable rack-rent be iinposial, person il si'eiiritv exacted, precau¬ 
tions taken against makinej away with the crop, aid e-iven when want¬ 
ed in securmj^ a f.iir price, and pa.yment roipiired at tlie time 
means are fortlicomint;, 1 sec no leason wdiv satisfactory results 
should not ho attained. But oarefiil sn])ervision by assistant or 
deputy collectors and uiniiihilditrt will be indispeiis.ablc ; anil jiossibly 
the appointment of a special ollieer for a few months to start the 
system in the four districts ini<>-ht be advantao’eoiis These, how¬ 
ever, are details, winch will, T doubt not, receive full attention 
from the Local Government. * * * 

A consideration of the chapter on Insolvency, toj^cther 
with the sections about sroiUf< behiml the bond, su!.?f>’ests tlie interest¬ 
ing cpiestion as to whether their combiiie l etf'-ct may not bo to 
destroy credit, put a stop to nioney-lendmg, render the revenue 
irrecoverable and bring the country to a deadlock On tliis point 
Mr. J USTICE M vxwEi.E Mbevile, who, I liojic I may s.iy without 
offence, has treated the problem forced upon ns with equal moderation 
and statesmanship, makes the following remarks :— 

I pieHume that the Government is satisfied that tlie oCFoot of tho iiiunsuro will 
not be to destroy the ryot’s credit altogether, or to iriduLO tho monoy-Ionders to 
close their shops If this should not be tho result, but il, oti tho coiitraiy, it sliould 
turn out that after the ajrricaU'urists have been relieved nF their exisfins' (lobfg on tho 
easiest possible terms tho money-lender will on loTMlmg, not on Ins own terms but 
on such terms as may, in the unceitain future, bo deemed roaRonable by tho Judge 
for the tune being, it would indeed bo a consummation devoutly to bo wished 
Regard being had (to use the pliiaseology of the Evidence Acl) to tho common 
course of natural events, human conduct and public and piivafo business, 1 should 
be inclined to fear that such happy results ns I l^ave last rontemplnted aro not likely 
to ensue, bat it must bo admitted that Natives often disappoint our most reasonable 
expectations, and that the consequences of such a measure as that which is pro^iosed 
can only bo determined by experiment. 
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What M R. Med \TDL himself anticipates is tolerably evident ; 
though ho ijualifies any conclusion very innch in the way I myself 
have done when spe.ikinji; of the possible effects of the restriction 
on the sale of unpledged land. But, perhaps, I oii^ht to offer some 
explanation of the grounds on which, subject alsvays to the same 
qualification, the Government may be lield to be justified in antici¬ 
pating that the dire results just alluded to may not come to pass, 
and, coiise([uently, in peivovering in the measure before us. It is 
a truism that a thing is worth wb.vt it will fetch, and per confrn, 
that in the long run, temporary distmbing c.aiises a]>ai t, a thing 
will always fetch what it is intrinsically worth Now, the Bill 
docs nothing to dimmish the intiiiisic v.ihie of land, but rather 
the reverse. The value of l.iiid depends, at bottom, on the net 
produce, or sur[dus after three deductions, for the cost of cultiva¬ 
tion, the suhsisteneo of the jieasant and hi.s family, and the 
Qovornrnent demand.* Lind is worth as many years’ purchase of 
this net produce as correspond with the current rate of interest. And 
tliis rate of inteiest ultimately depends upon the facility of recovery. 
Now our Bill does not alter the Governinent demand, or, consecpiently, 
the net produce, hut it inert'ises the f.ieility of recovery. It must, 
therefore, increase the ryot’s huidi'I credit, insteail of diminish¬ 
ing it. I will make my ine.ining clear by illustration. Suppose a 
ryot’s holding yielding gross produce worth Rs. lOt), of wliicb 
lls. .'50 go for the three detluctions I have just named, leaving Rs. 50 
as net jivodiiee or margin on which the ryot may borrow. In view 
of the provision in the Bill for seven years’ management of 
nn[)ledge,l lands, the luoiiev-lender would be jnstilied in lending on a 
nmiiVy Iioinl Rs. ISO if the i.ife Ix' 'JO per cent., Rs. :J^8 if it he 
1'2 per cent., and Bs. '2.5'i if it be only 0 per cent. Wliicb of these 
rates ho will adoiit, or whether be must exact a higher rate still, 
obviously depends on his chances of golting paid. But these chances 
arc greatly lyiproved by' the Bill; for the ryot will strive to pay 
pinietnally rather than come under the management of tlie collector, 
and the colicctor’.s managenient (if cfHcicnt, as it miitf be made') will 
make lo^s more improhihle still. Notwithstanding all fair allowance 

• I of oourtso i^iKuo suoh extranooUH miIuo hm tlw land Jua) now pt>tisess 
tlvc nvoaus >i hoUl ou it iu>\v K'" ^ trinlitoi of counnandiug 

tho bibout of t)u* (b'btor an<l Ins funtiiv and iRhci illicit advantaj^ed 

—(Dcrean Riots Conumssion Repoit^ page hO) 
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for risksj lowov i”ifes will llins piovo ns r(>minicr;itivo as tlio prpscnt 
hififh ones. For a loan on rnoili;':i<jje, flio piinenile of ealelilalion and 
the advantaj^e are the same as for a loan on porsonal'hond; but in the 
end there is this difference, that in I he latter case, if the sowkor lends 
beyond the limits, he will lose his money, uhile m the foimer, if the 
ryot borrows beyond them, he will loss his laiul 

' All this, it may be said, is \ery well m thsoiy, but in practice 
the conditions of advances depend far more ujion ‘ the decree of 
simplicity in the borrower and of inpacity m the lender than on any¬ 
thing else’; and to this existing nncertninty yon have added tlio 
fresh one as to what rate of interest each iiiilividnal .Iiidgo will think 
reasonable. T reply that the foinier uncertainty will be diminisheil by 
the Billj and that the second will proio more imaginary than real. 
There will be far less temptation to o'ctortionate bargains and frauds, 
and far more risk in them, now that tho whole liistory and merits of 
the case are to be laid bare in court. And tho piovisions for manage¬ 
ment and recovery by the collector, standing behind all agieements, 
will reduce the factor of uncertainty in credit which arises from in¬ 
dividual character, and will assist the court', in griidually cstablisinng 
rates of interest varying within but a moderate range. Their decrees 
will thus in time afford the advantage, without tlio well-knoun evils, 
of usury laws, of which Mii Ji stick AVest has well observed in bis 
pamphlet on ‘The Land and the Law,’ that ‘they set ii]) a standard, 
and gave fixity to men’s vague ideas of what might reasonablv be 
asked for the use of money in those numerous cases in which tho 
loan partook but slightly of the charactci of a t rue mercantile tran¬ 
saction . ’ p 

While thus contending that the Government are ju.stified in 
believing that the ultimate effects of the Hill will prove beneficial, 
I do not conceal from myself for a moment that a trying time of 
transition must intervene before all parfic.s have understood and 
settled down to their new iclations. It is to be fully expected that 
difficulties between debtor and creditor will arise in many individual 
cases, and even in villages or lafnijH generally, and that their 
effects may appear in the recovery of tho land-revenue. But if 
judicial and revenue officers alike strive to remove misconceptions and 
fears; if the former are even-hande<l and temperate in their judg¬ 
ments, and the latter efficient in their management of attached 
land ; and if, I venture to add, the revenue demand can be so timed 



184 


ItKIIKT’ OK INKKBTEn VGJUCrT.Tri)IST^. 


an(l‘a(ljnsicfl as not to drive the ryot to the soickar, ev'en temporarily, 
in order to meet it—then I believe that all trouble will bo soon and 
Bal'ely tided over.” That the Xv/r will permanently cease to lend, 
there need be no fe.ir « hatover. 'I'lie ryot is just as likely to cease 
to cultivate. 4'hoiyot is as neeessaiy to the 'toulai, who can only 
employ his eajiital in ao'i iciiltiii’al dealiiifi^s and hankinc^, as the 
xon'kiii Is to linn. The pair will not sit down and starve tojTcthci'', 
with a ha"' of inonev helween them ! 

Another laryfi' (|iiestion, wliieh J cannot pass over uithoiil remark, 
is tliat of the mnel pioMsioiis for villao'c niiitisif.s and conciliators. 
It Ini', two hranches- the one lelatiiiy to their jn'iMninf!, and 
the other to tlieir functions. I will first speak of the pi'i-xniniel 
availahh' for cacli o(li< e v\s (o vi)]a<fe mnnsii's, it will have 
heeii feathered from what I said in my iiitroductoiy speech that 
1 did not cvpcct that more than a pate! here and thcio would be 
found (|iiali(icd to he a village miinsif. If the siiijf'ostion which I 
put forwaul in 180-3, in 18(>7, and auaiii in 1871, that after a 
reasonahlv distant future date no ))erson should be ai>)!Ointed 
who had not reeeiied a suitahle education, had been adopted, the 
class yyoiild now have stood hi"'her in education and intellnrenco 
than they <lo. But a knowledge of leading: and writing; is not, after 
all, indis|)ensablc to successful dispo.sal of yietty suits, thoiifi'li 
iihsence of interest is so; and this is just what will be in putelx 
so I are. Now, however, that the lestriclioa of villasjc munsifships 
to jKttrfx lins been leinoved and the jiroposal in the Bombay draft 
assented to, any jiei-son of local influence will be elig'ible, anil the 
(iord of selection will be advantageously enlarged. Virtually, it 
will become nearly tlie same as that from which conciliators are to 
be drawn As to whether eomiH*teiit persons can be found for the 
two oflices, c.specially the latter, I observe some striking differ¬ 
ences of opiipon. On the one hand, the Poona Sarvajanik Sabha, 
Mn. Bvimm.ii .li.iiniMt in hi.s clear and repre.sentative memorial, and 
a portion of the native pres.s appear to have no misgiving's. On 
the other hanil, the Colleetore of Sholapiir and Satara seem to be 
pretty mnob of the opinion of the Commissioner (Mil. E. P. Robert- 
.son) that too miieli power will be thrown into the hands of a class 
iiiropiTb/e of e-\ercising impartiality, or of resisting local or 
pei-sonal influence and acting independently and uprightly.’ One 
of the principal native newspapers, too, the Dnt/av Prakaxh, which 
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haa produced several very able articles on the Bill, thinks that, 
though the experiment may well be tried, the difficulties in the way 
of obtaining proper Conciliatoi-s are insuperable. Finally Mr. Justice 
West appears almost to question whether half-a-dozen men of inte¬ 
grity and intelligence can be found for Concilialors in the whole 
Deccan tract. Such an opinion, even if not meant to be taken 
literally, cannot but arrest, our serious attention, coming, as it does, 
from one who is not only a Judge of the High Court but Vice- 
Chancellor of the Bombay University. I do not ignore the pro¬ 
bability that men qualified in all respects will not be easily met 
with; but I must confess scepticism as to a population of even 
three millions and a half (which the four districts comprise) being 
in a condition verging on that of Sodom and Gomoriah. If it bo 
so, notwithstanding all our education, civilization and vaunted pro¬ 
gress, then the inference seems difficult to resist, that our measures 
for the advancement of Natives to higher positions in the public 
service are premature. If the population, as a whole, arc thus tainted, 
can our Subordinate Judges, our Deputy Collectors and our Mam- 
latdars be utterly difEerent from their caste-fellows and kinsfolk ? 
Without pursuing this interesting dilemma, I will only say that, 
having spent a large share of my time in the Mofassil, and having 
always mixed freely and canfidentially with the people of all classes, 
I should have no difficulty in finding a sufficiency of competent 
men in the districts with which I am best acquainted. It is now 
for those who think similarly to bestir themselves, lest the Native 
community lose the honourable and beneficent sphere which the 
legislature lays open for them, and to make good their ojiinions by 
presenting suitable persons to the notice of the authorities. And 
it is for the latter to strive without prejudice to give the experiment 
a fair trial, remembering that a knowledge of law is unnecessary, 
and even reading and writing are not indispensable to a successful 
discharge of the functions in question, in which the layman of age, 
influence, shrewdness and good temper may easily surpass the highly- 
trained judge. After all, if a competent Conciliator cannot be found 
for any particular local area, no one will be appointed, and the require¬ 
ment of conciliation before suit will not apply there. 

Turning from personnel to functions, *1 observe considerable 
confusion and misapprehension of those of Conciliators. A Con* 
ciliator is neither an arbitrator nor a judge, either in our Bill or in’ 
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France, whence the institution is derived. He is simply a dis¬ 
interested third party, who is charged to endeavour to bring disputants 
to an amicable settlement. It so happens that in France the Con- 
cilators are JngcH de Pai.r, and so have a jurisdiction to try the more 
petty of the eases (within, say, rupees .'50) in which it is their duty 
to conciliate. But thej conciliate in all the superior cases which 
they have no power to try. The functions of conciliating and try¬ 
ing are distinct, and have no necessary connexion with each other. 
Appoint our Village Munsifs or Subordinate Judges to be Conciliators 
(there is nothing in the Bill to prevent this), and they will be the 
exact counterparts of the Jugfs de Paix, except in one parti¬ 
cular, to which I will presently allude. Some authorities, including 
Mr. Jr.sTK'E Green of the Bombay High Court, think that they ought 
to be so ap})oiuted. But others, and especially the Local Government, 
consider that Judicial functions might impait to their recommenda¬ 
tions a weight amounting to undue pres.wure, which parties, and 
especially the ignomnt r^of, might be unable to resist. The one 
particular of difference from Juget de Patx to which I referred is 
the absence of jiower to compel attendance. Considering tbe doubt 
whether competent Conciliators can even be found at all, the Bill 
follows the opinion of the Bombay Government, thus expressed in 
Sir Richard Temple’s Minute of April llth, 1879 :— 

Though ho (tho Conciliator) would not have tho power of deciding, or enforcing 
Ins decision if ho funned ouc, still ho would, by compelling Httondnneo, bo able, if 
60 disposed, to put great pressure ou tho t yot io admit or to coniproinise the claim. 
Such power of applying picssuro by an educated man of position upon an uneducated 
and huniblo man on a claim preferred by a man generally of some education and 
wealth is a power that ought not to bo confuired upon Honorary Conciliation 
JuDOES in the piescnt state of society in the Deccan * 

I myself doubt whether the want of this power will affect the 
status of Conciliators, as some apprehend. If they can settle disputes 
equitably, the people, debtors as well as creditors, will readily resort 
to them. But here, as in the ease of giving powers of conciliation to 
Judges, the Bill presents no obstacle to a change hereafter. The Local 
Government can, under section 37, give power to compel attendance 
whenever they think fit. 

In connection with Chapter VII, some exception has been taken 
to the cost of the exthi Subordinate Judges’ Courts to be constituted, 
and of tbe supervising officers. Tbe object of bringing the Courts 
nearer to the homes of the people might, it is said, be as well, or even 
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better, attained by making the (kiurtd move about. Tlie existing 
Judges, it is added, have not got too much to do as it is; and the new 
summary procedure, with the temptation to lefer dillicidt points to 
arbitiation, will lead to their having still less. That the Courts should 
move about to some extent would certainly be advantaifeoius, and I 
hope that the hitheibi dormant powers ol section 'Z"j of Act It of 
1869 will now be exercised to enable them to do so. But this can 
never be more than a limited benefit. There aie rarely above two or 
three villages in a taluqa containing suitable accommodation for a 
Subordinate Judge and his clerk.s, to say notlnng of jiarties and their 
witnesses; and even these arc often not conv'eiiiently accessible in the 
rams. The presence of a considerable body of strangers, too, is always 
a source of annoyance and expense to the villagers, even if the calls on 
them do not exceed those of hospitality. Time would likewise be 
lost in travelling and settling down at each place; pleaders in non¬ 
agriculturists’ cases would be inconvenienced, and minor practical 
difficulties would crop up. It is questionable whetliii, between 
waiting till the next visit to the locality to begin, and adjourning till 
the next visit to complete, any saving in time would lesiilt; while, 
finally, the r^ot would in very many eases be living no nearer 
to the selected village than to the Court’s head-quarters. 
As to the otlier statement, it remains to be seen whether 
the duty of going more fully into ca.ses will not neutralize 
any saving in time obtained iii other ways. But however this 
may be, I can see no good leason why the judicial unit of adminis¬ 
tration should be laiger than the executive unit. Every fa/iiqa ought, 
in my opinion, to have its Subordinate Judge as well as its Mamlatdar. 
If the civil work jiroved insutficieiit to occupy the Suboidiriate 
Judge’s full time, he should be invested with criminal jiowers. The 
Mamlatdar and his fir^t karkun, being propoitioiiately relieved, could 
then better overtake the multifarious and increasing duties heaped on 
them, besides taking back, at a great saving of expense, the Registra¬ 
tion work, of which they were a few years ago relieved. 

I will now notice three subjects, the entire omission of which 
from the Bill has been the cause of much adverse comment. The 
first is that of a modification of the rigidity of our land-revenue 
system. The Anglo-Indian Press, and seven out of the eleven 
vernacular newspapers of the Bombay Presidency which have noticed 
the Bill, have commented more or less emphatically on the absence of 
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piovibions in this direction. On the merits of the question 
abstract;, it is unnecessary for me to add anything to the few 
which I had to make, for the comjdetion of my argument,jg 
introductory speech. But as to its omission from the Bdl, I 
that it is held that for whatever action (if any) which pir duty 
necessary, no legislation is required, but that if the 
otherwise, the Bombay and not the Governor Gen oral 
is the jilace where it should be undertaken. Legisla^i 
unnecessary, because the (piestion is an executive one. 
power of fixing the rates of assessment, original or revise^*^^ 
given to the Bombay Executive Government by sections 100 to 
of the new Bombay llevenue Code, as it was by the previous 
law; the ])ower of fixing instalments is so given by section 
I K); the granting of remissions is equally an executive matter. 
The regular mode, therefore, of sccuiing all that the advocates 
of a change of system desire is by executive order, or by rules made 
by the Local Government under section 21 t of the Code. Supposing 
however, that it were thought proper to tie down the Executive 
Clovcrnment in these matters moie than it is now tied, then the proper 
course would be to amend the Bombay llevenue Code ; and that is 
the function of the Bombay J.egislative Council, which passed it, 
not of the CJovernor Cieneral’s Council. Our present Bill, I need 
scarcely say, would not be before this Council at all but that it 
modifies the Civil Procedure Code, which the local legislatures are 
precluded by Act of Parhameut from touching. 

Another omission which has been censiiretl is that of any reduc¬ 
tion of stamp or court-focs, process-fees, batta, etc. Here, again, 
legislation would have been superfluous. In Act 7 of 1870 the 
Covernor General in Council is emjiowercd by section 35 to reduce 
or remit any of the court-fees mentioned in the schedules ; and the 
High Court, with the sanction of the Local Government, may under 
chapter fix process-fees as it thinks proper. Act 1 of 1879, 
section 8, contains a similar power to reduce the stamps to which it 
applies, among which arbitration awards are included. I am not 
authorized to announce any decision on this subject ; but it will be 
seen from paragi-aph 16 of the letter of the Bombay Government, 
No. 2056 of April 15th; 1879, which was published in the Bombay 
Government Gazette of the 30th of July last, that some reductions 
are locked upon generally with favour. I may add that the regular 
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inspectioB of Courts under section 9 of Act 14 of 18(50, which is 
now, as Mr. Naylor remarks, so little practised, is needed, inter atia, 
to check abuses connected with these ehai'ges. In 1876 the* Judge of 
Khaudesh brought to light a custom of enhancing tlie amount pay¬ 
able for stamjis by rcipiiring, in certain cases, an application on 
stamped paper before a witness was examined, lie also found that 
in process-serving, 'in one Court alone as much as Ofi da^s’ jiay was 
obtained for 24 days’ work, and 102 days’ pay for 20 days’ work, 
of the serving establishment.’ 

The last omission I have to exjilain is that of any legalization 
of pancAayats or arbitration courts—a subject which I mentioned in 
my introductory speech as still under consideration. A proposal 
for the definite incorporation of such Couits into our judicial system 
has been put forward by the Judge of Ahmednagar, Mr. Wedder- 
BURN, with the concurrence of a body of Native geatlemen, including 
some judicial officers, whose position and attainments entitle their 
views to the fullest consideration. T must say fiankly that I look 
upon as wholly visionary the idea that it is possible now-a-days to 
find in every village, or even in every small circle of villages, body of 
men sufficient in number to allow selection from them by litigants 
for the formation of a panchayat, and at the same time qualilled to 
bo arbitrators by influence, intelligence and absence of interest. And 
even were this otherwise, I should expect that the strict regulations, 
involving checks and delays, which the proposal just referred to com¬ 
prises, would practically destroy the freedom, simplicity and promp¬ 
titude supposed to be the chief recommendations of the panchayal 
system. That the provisions for arbitration in Bombay Regulation 
7 of 1827, which succeeded the even more efficient ones of Regula¬ 
tion 7 of 1802, had fallen entirely into disuse before their repeal 
in 1861, and that the present new ‘arbitration courts’ are kept at 
work chiefly by the exertions of a very small number of disinterested 
and impartial individuals, are facts not very encouraging to a new 
departure. At the same time, as there undoubtedly is a popular 
sentiment, originated probably by aversion to our Courts as now 
conducted, running in favour of voluntary settlements, I personally 
can see no harm in aiding them by legislation of a purely permissive 
kind. We might safely revert to pretty much the position of. 
Regulation 7 of 1827. Persons whom the Government deerfed 
of good character and competent, as also the members for the time 
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Ijuiii^ of ally WL’ll-eoiuluctwl local arbitration court, niiglilbc ullicially 
rccof^ii/.cd as arbitiators. Such recojjmtion sliould have the effect 
(I) that tlfey bhouid be entitled to the aid in their [iroeeedings of 
isbiie of process by the Subordinate Judjji’e of the division ; and (2) 
that any refeionce for arbitiation to them inij^ht provide that in the 
event of any jiaity thereto jfivm}' notice, within fifteen days of the 
date of the award, to the Subordinate Jud>^o of the division that ho 
was dissatislii'd with the same, the matter in dispute should he referred 
back to the same comt or arhillator, sittiiif' with such Judge as 
president. This would supply the recognition and control for aibitra- 
tion which its advocates seem to desire, without putting any piessure 
on {laities to lesort to it. lUit even thus much is considered by the 
Tjooal (lovernment to he iindesirahle and likely to lead to picjndicial 
lesults. As they are, of course, the best judges of the state of 
affairs in tlie Decoaii, the law will remain as it is. I may, however, 
point out that there is nothing to [irevent patties apjiointing Village- 
Mnnsifs and Conciliators to he their aibitratois and that an ex])lana- 
tion making this cleai has been added to .section b‘J. 

Ill eoiielnsion, I must observe that it would he piematiiie to indulge 
in any congratulations upon the passing of this measnie, and still 
more so to attemjit to appiaise its seveial parts, to distinguish the 
several sources wheiiei' they may have been derived, and to distiibute 
praise or blame accordingly. It will be time enough to do that, if it 
need be done at all, when the Act has become an acknowledged failure 
or success. At present it is the measure of the Government of 
llomhay (and 1 am glad to think that through many vicissitudes it 
has substantially remained so), prepared in geiieial consultation with 
mjswif. Hut I hojie that wo may augur well for its futuie from the 
fact that it not only has the appioval of the highest official authorities 
but has seemed, iii a degree quite uuprecodeuted, the substantial 
snpixirt of the I’less and the public. It is a sincere and carefully 
matured attonyit to solve a difficult problem and to meet a great 
emergency. If tlie course of event should prove that vve have eired, 
we shall have eried in good company, and after all possible precau¬ 
tions to ensure success. 



CHAPTER IV. 

Restrictions on the Alienation of Lands. 

\1i.r(rnctK fiom the Proceedings of the Governor General’s Council, 
dated the 27th Septeviher, 1829.] 

Punjab Alienation of Tjand Pill. 

The Hon’bi.e Sir Chyrle.s Rivaz said :— 

Tlie question of the indebtedness of the awrieultiiral classes in 
different parts of India has attraeteil the notice of Government 
from the early times of Britisli rule, and various schemes have 
been proposed, from time to time, with the object of proteefingf 
laud-holders from the effects of debt and the conseijuent loss of 
their lands. Rut, so far as I have been able to ascertain, Mu. 
Justice West, of the Bombay Hi"h Court, was the first, in a 
pamphlet, entitled The Lind and the Law in India, which he published 
in 1872, to formulate a plan for imposinf' some definite limitations 
on the power to alienate land The theory ho propounded was 
that, although the British Government had, for the most part, 
divested itself of that exclusive ownershi)) in land which hud been 
recognized as e.xisting under native rule, still it had retained a 
right of protective ownership ; and that, as experience had iiroved 
that the piinciple of free trade in land, which had been allowed 
to spring up, was not adapted to the present condition of the 
agricultuml population of India, the Government ought, in the 
exercise of its protective right, to impose limitations on the further 
application of this principle, and to jironounce all land to be 
inalienable except with its assent. His proposed scheme, broadly, 
was that the power of assent should be delegated to Collectors of 
districts or other local officers, and that only cxccse land, above 
what was necessary for the comfortable maintenance of an 
agriculturist and his family, should be allowed to be alienated, or be 
liable to attachment and sale in execution of decrees. 

In 1875, in consequence of agrarian riots in the Bombay Deccan, 
a Commission was appointed to enquird into the condition of the 
agricultural population of that part of India. The result of ^ese 
enquiries was the passing of the Deccan Agriculturistsf Belief Act 
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in^ 1879, by ■wbich the ordinary civil law in four of the Bombay 
Deccan /listricts was, in many respects, amended in favour of 
agricultural debtors. 

In 1881, legislation was undertaken for the relief of large 
land-holders in Sindh and in the Broach and Kaira districts of the 
Bombay Presidency, and in 1882, for the relief of encumbered 
estates' in the Jhansi division of the North-Western Provinces. 
A main feature of all these enactments was that, while the estate 
remained under Government management, the indebted owner was 
debarred from alienating any portion of it. 

The question of agricultural indebtedness was included by the 
Famine Commission of 1878 in the scope of their enquiries, and, 
in their report, they expressed their views on the desirability of 
protecting agricultural debtors, among other means of relief, by 
imposing restrictions on land transfers. 

In 1886, Mr. Thordurn, now Financial Commissioner of the 
Punjab, then a District Officer in that Province, wrote a book on 
the indebtedness of the Mahomedan land-holders of the Western 
Punjab, entitled Mv,^sulmam ami money-lenders in the Punjab, which 
attracted the notice of the Secretary of State for India, and on 
which he asked for the views of the Government of India. In this 
book, Mr. Thouburn recommended, among other measures of I'elief, 
that it should be made illegal in the west of the Punjab for any 
person deriving profits from a sho 2 ) or from money-lending to 
acquire any interest in land, excejit (1) in arable or pasture laud in 
the immediate vicinity of a town or large village, or (2) in manured 
and irrigated land elsewhere. The then Lieutenant-Governor of the 
Punjab, Sill James Lyall, in exjiiessing his views on 
Mr. Thordurn’s proposals, said, as regards the particular recommen¬ 
dation which I have just mentioned, that he was disposed to think 
that it would jirobably be necessary to take steps to check the 
alienation of lands to money-lending classes in the Punjab, but that 
the remedy suggested by Mr. Thorburn, namely, to make it illegal 
for the moneyed classes to acquire lands, other than those of two 
highly artificial descripitions, seemed to him to be impracticable. 

In 1891, a Commissiefn was appointed to report on the working 
of the Deccan Agriculturists' Relief Act of 1879 and on the 
desirability of extending a similar measure to other Provinces. 
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The Government of India, in forwarding this Commission’s Repojd; 
to the Secretary of State in 1894, together with a dra^t Bill to 
provide for the relief of the agricultural classes, in. which certain 
changes proposed by the Commission in the Deccan Act had been 
incorporated, remarked tliat such legislation would, however, 
only partially meet the difficulties connected with the general 
problem of agricultural indebtedness ; that remedies of an entirely 
different kind, including measures for further restricting the right 
of land transfer seemed indispensable; and that this part-, of the 
subject would bo separately and carefully considered. 

Accordingly, a Circular was addressed to Local Governments 
in October, 1895, in which it was said tliat the Government of 
India were distinctly of opinion that some action in the direction 
of restriction upon the alienability of land was generally advisable, 
and even necessary, though the manner and degree of the restriction 
must vary from province to province. Each Local Government 
and Administration was requested to take the subject into its most 
careful consideration, and to communicate its matured views and 
definite proposals for action in the direction indicated. Two 
Notes accompanied the Circular, in which the whole subject of 
agricultural indebtedness in India and the various possible remedies 
for checking transfers of land were exhaustively explained and 
discussed. 

On receipt of the replies to this Circular, it was decided to 
deal first with the Punjab, as being the Province where the 
question of agricultural indebtedness was of special importance 
in its political aspect, and where it was probably possible to go 
further than elsewhere in respect of imposing direct restrictions 
on land transfers. The reply from the Punjab had been to the 
following effect :—‘The Lieutenant-Governor, Sir Dennis Fitz¬ 
patrick, recognized that a point might be reached at which the 
amount of land alienated, and the number of proprietors •reduced to 
the condition of tenants or labourers, would constitute a political 
danger of formidable dimensions, and that where this danger point 
was reached, the only remedy was to attack the evil at the root by 
imposing direct restrictions on alienation—for instance, by prohibit¬ 
ing land-owners of specified castes or tribCs from alienating their 
ancestral lands, without official sanction, beyond their life-time 
or for a fixed period, to any ^person not belonging to those oastes 
25 
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or tribes.’ While this case was under consideration, a special 
enquiry,, the results of which were higldy interesting and 
instructive, haji been made by Mr. Tiiorburn, the Commissioner of 
the Rawalpindi Division, regarding the indebtedness of the agricultural 
classes and the amount of land alienations in four assessment circles 
of that portion of the Punjab; and Sir Dennis Fitzpatrick came 
to the conclusion that in one at least of the.se circles a case for legis¬ 
lation had been made out. He was, however, strongly opposed to a 
law of general apjibcalion to the whole Province, and did not pro- 
po.se to go further than to take power by law to apjily restrictions 
on transfer to any particular ti.aet in which a full enquiry might 
show that they ivcrc required. 

Roth tile Financial Commissioners of the Punjab, on the 
other hand, expressed a decided opinion in favour of restrictive 
measures of general application, and suggested that all permanent 
transfers of ancestral land ought to be piohibitetl unlcs.s .sanctioned 
by the Revenue Olhcers, while temporary transfers ought to be 
limited to 15 years, the land revolting to the alienor at the end of 
this period free of all cncumbr.anee.s. A majority of the Judges of 
the Chief Court wcic also in favour of imposing direct restrictions 
on alienations. My Hon’ble friend Mu Justice Ciiattkrjee, after 
discussing the question in au .able pajier and pointing out that the 
customary law of the Punjab enables hoiis to set aside many aliena¬ 
tions, went on to say that he consulcreil that the great recommenda¬ 
tion of a measure directly restricting alienations would be that it 
would exactly define the limit.s of the land-holders’ power of alienation 
and would thus liavo a beneficial effect in checking litigation. He 
thought that the restriction to life or to 15 years of a land-owner’s 
power of alienating his ancestral lands would be regarded by the bulk 
of the land-holding class as consistent with the traditions of the 
Province, and would be agreeable to them. It is not clear, however, 
whether tiie Judges advocated a general enactment on these lines, 
or merely an enabling one, as recommended by Sir Dennis 
Fitzpatrick. 

The Government of India, in communicating to the Punjab 
Government the opinion which they had formed on the evidence and 
recommendations contained in Sm Dennis Fitzpatrick’s minutes 
^ and in the reports of the Judicial and Revenue Officers of the Punjab, 
expressed their belief that partial legislation would fail in its object, 
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and would produce more difficulty and jealously than legislation of 
a general character. It was said that a strong ense seemed to Ifkvc 
been made out for prohibiting all permanent alienations of agricul¬ 
tural laud, except with the sanction of some duly empowered Revenue- 
officer, and for restricting tcmpoiary alienations to tlie form of the 
alienor’s life, or with the consent of his heirs to a inaxinuim period 
of 15 years. In inviting the Punjab (Ifivcnimeiit to consider these 
proposals, it was suggested that the ijuiekest and easiest way of deal¬ 
ing with them would bo to have them tliscussed by a (’ommittee of 
selected officers. 

Accordingly, the Lieutenant-flovcrnor, Sin Mai kvvouth Young, cir¬ 
culated to selected officials and non-offieials a series of questions fiumed 
on the proposals of the Government of India, and followed this up by 
convening a strong Committee of Revenue-otlicers over wliich His 
IloNOUE himself presided. The recommendations made by this Com¬ 
mittee were that any permanent alienation of agiicnltural land to a 
non-agriculturist, if made without the sanction of the Deputy Com¬ 
missioner of the district, should be void, but that otherwise there 
should be no • restriction on sales or other permanent transfers; that 
the definition of an ‘agriculturist ’ should be ‘ any person who either 
in his own name, or in the name of an agnate ancestor, was recorded 
as an owner of land, or as a hereilitary tenant in any estate at the 
first regular settlement,’ and that of ‘ land ’ as in the Punjab Tenancy 
Act, that is, all agricultural and jiastoral land, whether ancestral or 
self-acquired; that the only forms of tcnijiorary alienations to bo 
allowed in future should be, (1) usufructuary mortgage, with delivery 
of possession to the mortgagee, foi a maximum period of 20 year’s, 
and on condition that at the end of the period of mortgage the 
mortgaged land shall revert to the mortgagor or his successor in 
interest with the mortgagee debt extinguished, (2) simple mortgage 
which, in certain circumstances, may be converted into a usufruc¬ 
tuary mortgage of the nature I have just mentioned, and (3) leases 
for 20 years, or for the life of the lessor, whichever is less; that 
the form of mortgage which is conditional sale be declared illegal 
with retrospective effect; and, that the hypothecation of a share of 
the produce of land should be prohibited for any term exceeding a year. 
The Committee proposed to make their suggested restrictions on aliena¬ 
tions general throughout the Punjab, but to give power to the Ldoal * 
Ooverument to exempt any district or part of a district, or any person 



196 RESTIlIClIlOlJS ON THE ALIENATION OE LANDS. 

or class of persons, from the operation of the restrictions in whole 
Of in part. They also proiwsed to amend the existing law of pre-emp¬ 
tion in fho Punjab, to revise the present order of priority of pre¬ 
emption which* is laid down in section 12 of the Punjab Laws Act, 
BO as to exclude strangers who have bought into the village, and to 
transfer the hearing of pre-emption cases, both as regards the 
fixation of the pre-emption prices and questions of title, from the Civil 
Courts to Revenue-officers. 

These projjosals of the Punjab Committee constitute the founda¬ 
tion of the scheme which is embodied in the Bill which I am 
introducing. They have, as I shall explain, been modified in some 
particulars, but such modifications have been made with the sole 
object of seeming more effectually the intentions of the Committee, 
and do not affect any question of principle. I turn first to the restric¬ 
tions to bo imposed on sales and other permanent transfers. It 
appeared to us that the proposal made by the Punjab Committee, 
that alienations between ' agriculturists ’ should continue to be free 
from all restrictions, was open to objection. In the first place, the 
definition of'agriculturists’ which has been framed by the Com¬ 
mittee, or indeed any other practicable definition of the term, must 
necessarily include numerous classes of persons who, although land¬ 
holders since the early years of British rule or even prior thereto, 
are, in reality, primarily traders and money-lenders by nature and 
profession, and not true agriculturists in any proper sense of term. 
Moreover, since even the hona fide agriculturist is not infrequently also 
a money-lender, we think it desirable to retain power to prevent such 
men from buying up land in a village where they would come in as 
qutsiders and constitute a foreign element in the village community. 
We recognize, however, that we must guaid against unduly narrow¬ 
ing the market for free sales, and we propose to attain this object 
by the following moans. On the analogy of section 45 of the Cen¬ 
tral Provinces Tenancy Act of last year, we are providing that all 
permanent transfers must receive the previous sanction of a Revenue- 
officer, but that sanction shall be given, as a matter of right, in cases in 
which the Revenue-officer is satisfied that the intending transferor is a 
person who is not a member of an agricultural tribe, or, in cases where 
the intending transferor is a member of an agricultural tribe, that the 
traaisfer is either to an agriculturist, (as defined by the Punjab Com¬ 
mittee) holding land as a proprietor or occupancy tenant in the village 
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in which the land sold or otherwise permanently alienated is situated, 
or to another member of the same ajiricultiiml tribe residin'; in flie 
same district. Our scheme is thus based in this res 2 ')ect on the feeling 
in favour of the prior rights of the village community and on the 
recognition of the pnnei 2 ile of tribal organization which are well 
known 2 ^w’erful factors in the social economy of the agricultural 
classes of the Punjab. To 2 irevent dilBculties or inequalities in the 
application of this 2 ^oi'tion of our scheme, pow'er is being given to the 
Local Government to S 2 )eeify by notification wh.at are the agricultural 
tribes in each district, and to evtciul the definition of ‘district’ 
in any particular case beyond the ordinary limits of the revenue 
district. 

Next, as regards tcmpomry alienations, while we accept the conclu¬ 
sions of the Punjab Committee that only the two forms of mortgage 
proposed shall in future be allowetl, that existing mortgages by way of 
conditional sale shall be void, and that leases shall be limited to a fixed 
term, we have reduced the maximum 2 ieriod of temporary alienation 
from 20 years as 2 >T 02 >osed by the Punjab Committee to 15 years. We 
are providing that any 2 >erson who has made a permissible mortgage 
or lease shall be debarred from making any further alienation of his 
laud during the currency of such mortgage or lease, but, after careful 
consideration, we have decided not to impose any further restrictions 
on temporary transfers, whether by 2 ^*’escriblug an interval between 
two successive mortgages or leases, or by making the alienor retain a 
right of cultivation in the alienated land, his rent being fixed by 
authority, or by 2 Jrohibiting the mortgage or lease of more than a 
certain portion of a holding. We are also providing that any per¬ 
manent alienation made without the required sanction shall take effect 
as a usufructuary mortgage on the conditions 2 irescribed for such mort¬ 
gages, and that existing conditional sales and future unauthorized 
mortgages shall be treated in like manner. 

• 

We have accepted the pro 2 X)sal of the Punjab Committee in regard 
to prohibiting hyjxithecations of produce. 

We are supplementing our projposed restrictions on voluntary 
alienations by abolishing the sale of all agricultural or pastoral land 
in execution of any decree or order. Under the present 2 )ractice, sale 
of such land in the Punjab in execution of a decree requires, in the 
case of ancestral land, the sanction of the Pinancial Commissioner, 
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ape], in the case of other land, the sanction of the Commissioner of the 
Division* Such .sanction is very seldom given ; still, as the allowance 
or disallowanc* of sales depends on the individual judgment of the 
Financial Commissioner or the Divisional Commissioner, as the case 
may be, an undesii-able clement of uncertainty is thus introduced 
which it is advisable to remove. Moreover, under our proixjscd restric¬ 
tions on mortgages, land could in future only be sold in execution of 
decrees for unsecured debts, and not for debts secured by a usufructu¬ 
ary mortgage. Wo, therefore, con.sider that s.ale.s of agricultural or 
pastoral land in execution of decrees of the Civil Courts should, in 
future, be absolutely [irohibiteil in the Funjab. 

As regards amending the law of pre-emption in the Punjab wo 
agree with the Punjab Committee that an amendment of the present 
law on the lines they mention is desirable, and will be a useful adjunct 
to our scheme for restricting land alienations. Wo propose to deal 
with this matter so];>arately—after further consulting the Punjab Cfov- 
ernment—either by revising the present prc-emiitmn sections of the 
Punjab Laws Act, or by cancelling those sections and framing a new 
enactment. 

On the all-importaut cpiostion whether the pioposed Act shall be 
an enabling Act or a. measure of general applic.ation, the (joveinment 
of India adhere most decidedly to the opinion which they expressed, 
as I have mentioned, in addiessiiig the Punjab (Jovcrnincnt, in favour 
of an cn.actmeiit of general ajiphcation. It seems to us self-evident 
that, if any restrictive scheme is to be woikod in tlio partial manner 
which was so strongly advocated by Sir Denni.s Fiiv.i’atrick, it is in¬ 
evitably doomed to failure. lu the liitit place, the lemedy would not 
be tried till the disease was very largely beyond cure; and in the 
second place, if the restrictive measures were conlined to sc.attercd 
tracts througliout the Province, the agricultui-al popul.ition in those 
tracts would be jilaccd at a very serious disadvantage. Their credit 
would b<J injuriously impaired, for the money-lenders, while able to 
look to the land for their security everywhere outside these special 
areas, would naturally avoid lending to men who were prohibited from 
giving such security. The agriculturists in these areas would thus 
stand apart as a proscribed class, and would naturally resent their posi¬ 
tion. If, on the other htiud, the restrictive scheme be made of general 
, application, there i.s no reason to sup|X)se that the credit of the 
general agricultural community will be materially impaired—not 
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more so, at any rate, than is desirable in their own interests. Take for 
instance, the case of the occiip.ancy tenants of Upper India. Alfl<e 
in the Punjab, the North-Western Provinces, Oudh and the Central 
Provinces, the occupancy tenant is very inaieiially lesirioted in his 
powers of alienation ; stdl it is a well known fact that this class of 
agriculturists, as a body, is prosi)erous, and can obtain accommodation 
from money-lenders on much the siitne terms as small-proprietors. 
The fact is that the money-lender must eontinno to exercise his pro¬ 
fession, and the agricultural eominnnily must, under the rural 
conditions of this country, continue to Constitute his principal 
clientele. The money-lender plan's a most useful, and even necessary, 
part in the social economy of village life, .and no one wishes to 
eliminate him or to place unreasonable restrictions upon his transac¬ 
tions. If our proposed seheme is made of general application, he will 
have to adapt himself to the new conditions, and will bo easily able 
to do so. If, on the other hand, the scheme is applied only to selected 
and scattered areas, the money-lender will clearly be master of the 
situation as regards such localities. 

Such is the plan which the Government of India j)ut forward 
with the object of checking the transfer of land from the agricultural 
classes in the Punjab. It certainly goes further in imposing direct 
restrictions on alienations than has hitherto been attempted in other 
parts of India, but the circumstances of the Province with which we are 
dealing aie quite special, and I trust that I have shown, although I 
fear at tedious length, that our scheme is the outcome of very careful 
- investigation and deliberation. 

After all, it must be borne in mind that we are aiming at 
reverting to some extent to a state of things which prevailed in the 
Punjab before it came under British rule. It is an arguable question 
whether the right of free transfer of land was recognised under Native 
rule, or whether it is what has been called the 'fatal gift' of the 
British Government; but, in any case, the question is for practical 
purposes one of mere academic interest, for it is an undisputed fact 
that in former times the exercise of the right of transfer, at all 
events in favour of money-lenders or other out-siders, even allowing 
that such right did exist in theory, was for several reasons exceedingly 
rare, and wo know that even in these days in most Native States • 
alienations of land are either absolutely prohibited or largely restrict^. 
We know, too, that in the Punjab the custom of transferring land 
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did not gain a footing for several years after the annexation of the 
Province, but that, as land has increased in value and become more 
attractive as profitable investment, the number of transfers has in¬ 
creased correspondingly and is still increasing. In a letter addressed 
by the Punjab Government to the Government of India in 1888, 
during the Lieutenant-Governorship of Sm James Lyaee, it was said 
that ‘ after allowing for the greater accuracy of the statistics of later 
years, Sir Jamis Lyat.l considers that the statements of sales and 
moitgages from 18()6 to 1886 show a large gradual increase in the 
area sold and mortgaged in the Punjab,’ and that, 'in both the east 
and west of the province there are districts where the transfers to 
money-lenders are serious and appear to be increasing and where the 
fact leqnirea Government to Consider if a remedy cannot be found 
and applied.’ In the following year. His Honour the present Lieute¬ 
nant-Governor, then Financial Commissioner, recorded his opinion 
that ‘ the only safe conclusion is that there is year by year a gradually 
increasing amount of land being .sold and mortgaged.’ These opinions 
have been confirmed as districts have come under settlement during 
the past ten years, and the question of transfers has been specially 
investigated by the Settlement Officers, while the enquiries made by 
Mr. Thorburn in 1895, to which 1 have already alluded, showed that 
in one out of the four circles with which he dealt, the amount of the 
cultivated area which had been purchasetl or was held in usufructuary 
mortgage by money-lenders was as much as 28 per cent., while in 
another circle it was 20 jier cent. These facts speak for themselves. 
The Punjab is’jirc-eminently a land of yeomen and peasant proprie¬ 
tors, and the expropriation by the money-lending classes of these 
sturdy land-holders—men who furnish the flower of the Native Army 
of India, and who look forward, amid all the hardships and glories 
of a military career, to sjiend their declining years on their ancestral 
acres—has, under the influence of conditions which have sprung up 
under British rule, been progressing, as I have shown, in different 
degrees of rapidity in all parts of the Province. The sole and entire 
object of the measure which I have been explaining is, while affording 
ample facilities and a sufficient market for unobjectionable transfers, 
to arrest the further progress of this mischief, and to check, by remedial 
action, an ever-iircreasing.political danger j and I venture to express 
ft confident hope that our scheme will be received in this spirit by 
those in whose interests it has been devised. 
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His Honoue the Lieutenant-Goveenoe said :—It is unnecessary 
for me to allude to the history of this imj)ortant and much pondeft)d 
measure, as this has been fully detailed by ray Hon^ble friend Me. 
Rivaz. I shall confine myself to indicatinjj briefly, wliat I believe to 
be the principal object of Government in prosecuting', through infinite 
varieties of opinion and shades of controvx'rsy, the couibe which has 
at last landed us in our present position, and to an cvpression of 
opinion as to the suitability of the lines on ivhich, as explained by the 
Hon’ble Member, the Bill has been framed. 

The object, in which all are agreed, is to provide a corrective for 
the result of our own acts, to mitigate the almost revolutionary effects 
of British rule as applied to land tenures in the I’unjab. In conferring 
or confirming an almost unlimited proprietary right in land, in sepa¬ 
rating the judicial machinery from the executive, in encouraging free 
resort to the Courts, we have for five decades been pouring new wine 
into old bottles; some of the flasks arc cracking, sulno have already 
burst. The State must neetls be jirepared to undertake some risk in 
this process, which has been accompanied with many extraordinary 
and beneficial developments, but if it is too rapid, there is something 
worse than danger to be faced, and that is positive unfairness. If the 
processes of law which are incidental to land cases are beyond the com¬ 
prehension of the average land-holder; if they are too drastic to per¬ 
mit of the continuance of methods which though halting and 
imperfect are sanctioned by ingrained habit and long established 
custom; if they place the more astute money-lending class in a more 
advantageous position than the unsophisticated rustic : then the un¬ 
fairness becomes marked, and interference becomes necessary. There 
is now a consensus that this is the case, and the Legislature is being 
invoked to remedy the evil. As to the limits of such interference 
there are, as I have already said, infinite varieties of opinion. There are 
also various methods of interposing ; one has passed the stage of dis¬ 
cussion and has taken shape in the amendment of the Cojitract Act, 
, ■with the express purpose of placing the money-lender and the agricul¬ 
turist on a level in the Courts; one has been dealt with in the 
discussions on the present measure, but has been dissevered from it, 
O'wing to its comjilexity, and will probably form the subject of legis¬ 
lation hereafter—I allude to a proposal to amend the law of pre¬ 
emption. Except as regards matters of procedure, the Bill which ts 
now about to be introduced comprises, in all probability, all th& 
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remaining methods which are applicable or in any way advisable. 
T^ie main features have been sketched by the Ilon’ble mover, and 
consist of the restriction of the power of alienation of land by sale or 
perpetual lease, and of the prohibition of all usufrnctnavy mortgages, 
except what I may call the automatic repayment mortgage, where 
after the expiry of the term of mortgage, which is limited to a 
maximum of 15 years, the land reveits to the mortgagor, with the 
mortgage debt extinguished. The second of these provisions has my 
unhesitating concurrence. It is, in a way, the sheet anchor of the 
measure, as preserving the credit of the agriculturist. In regard to 
the leatiiction of sale.s, it would be tedious, a.s well .as unnecessary, 
for me to explain my poisonal attitude. The measure as now proposed 
is a compromise, arrived at, after the fullest consideration, between 
two sets of opinions, and, like mo.st compromises, deliberately and 
thoughtfully adopted, luobably represent.s the best counsels. In the 
first place, there is nothing ab.solute about the restrictive provisions. 
The person who lies under the greatest disability under the proposed 
Hill, can obtain a dispensation from its piovisions, if due cause be 
shown. Then the market for sale of laud will ho fairly open under a 
system which permits transfers to any agriculturist of the village or 
any member of the same agricultural tribe in the same district, it 
being understood that the word ‘tribe’ is used in its widest signification, 
and that the ‘district’ may be wider than the Revenue District, if 
reason exists. And I concur with the Hon’ble mover that in these 
provisions there lies, to some e.xtent, a reversion to a state of ideas 
which was prevalent in the early days of Punjab administration, and 
is still widely recognized in Native States. 

Therefore, with due reserve as to details, I support the Bill which is 
now before the Council, believing it to be in many respects one fraught 
with great benefit to the Province, while those provisions regarding 
which there is most room for difFercnce of opinion embody the result 
of one of the most laborious and protracted investigations ever conduc¬ 
ted by the Government, and 1 feel it to be my duty to accept them* 



\_Exltncls from ihc Eiocecdtvys oj the Governor GeneraVx Council, 
dated the 10th August, 1900.^ 

Punjab Alienation op Land Bha,. 

The Hon’ble Mn. Rivaz said — 

I think it will bo convenient if, in presenting the Report of 
the Select Committee on the Pun jab Alienation of Land Bill, I 
explain somewhat fully the alterations which we propose to make 
in its main provisions. 

The Bill which I introduced in this Council last September 
imposed restrictions on permanent and temporary alienations of land 
in the following manner. In the first place, as regards permanent 
alienations, that is, by sale, gift or exchange, (he }>roposaI in 
this respect of the Committee of Punjab Revenue ollicers which, was 
convened by His Honour the Licutenant-tTOvernor in July, 1898, was 
that any permanent alienation of agiiciiltiiral or pastoral land, as 
defined m the Punjab Tenancy Act, to a non-agriculturist, if made 
without the sanction of the Deputy Commissioner of the district, 
should be void, but that otherwise there should be no restriction 
on sales or other permanent transfers. I explained, when intro¬ 
ducing the Bill, that the Government of India were unable to 
accept this proposal in its entirety, because it seemed to them 
that to allow permanent alienations, free from all restrictions, 
between so-called agrieulturists was open to objection on two 
grounds. Firstly, because the definition of ‘agriculturist’ as 
framed by the Punjab Committee, that is, ‘any person, who either in 
his own name, or in the name of his agnate ancestor, was recoided 
as an owner of land, or as a hereditary tenant in any estate at the 
first regular settlement,’ or any other practicable definition of 
the term, must necessarily include numerous classes jof persons 
who, although landholders since the early years of British rule 
or even prior thereto, are primarily traders and money-lenders by 
nature and jirofession, and not true agriculturists in any proper 
sense of the term ; and, secondly, because even the bona fide agri¬ 
culturist is frequently also a money-lender, and it was desirable 
to retain power to prevent such men from buying up land in & 
village where they would come in as outsiders and constitute a foreign 
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element in the village community. In rnoJilicatiou, therefore, 

of the proposals of the Punjab Committee on this all-important part 
of the scheme under consideration, the Bill, as introduced last 
September, provided that all permanent transfers must receive 
the previous sanction of a llcvenue-offieer, but that sanction 
should be given, as a matter of right, in eases in which the 

Revenue-officer was satisfied that the intending transferor was 
a person who was not a member of an agricultural tribe, or, in cases 
where the intending transferor was a member of an agricultural tribe, 
that the transfer was cither to an agriculturist (as defined by the 
Punjab Committee) holding land as a proprietoi oi occupancy-tenant 
in the village in which the land sold or otherwise permanently 
alienated was situated, or to another member of the same agricultural 
tribe residing in the same district. 

Of these provisions we propose the following modifications. 

In the first place, in deference to a strong body of opinion, on 
tins point, we think that the sanction of a Revenue-officer need 
not be obtained in cases whole such .sanction must be given as a 
matter of right. This was only iiitciulcd as a jirocautionary 

measure, and we agree, on the whole, with tliose who think that the 
advantage to be gained in this lespcct would be outweighed by the 
inconvenience which would be caii-scd to those with whose free i ight 
of jiermanent alienation there is no necessity for interfering. In 
one respect, however, wo jiroiioso to restrict the free right of 
alienation by member.s of noii-agiicultinal tribes, namely, wdieu a 
member of such a tribe ac([uiros land hereafter as an '.'igiicnltuiist’ 
from a member of an agricultural tribe. AVe think it obviously 
"necessary that a member of a non-agrieultiiral tribe should not 
have the power to sell, or otherwise permanently alienate, without 
sanction, any land acquired under such conditions except to another 
agriculturist in the same village, or to a member of an agricultural 
tribe, and. we propose to make provision accordingly. Then, as 
regards permanent alienations by members of agricultural tribes, we 
have been unable to accejit a suggestion which has been put forward 
that no restriction should be placed on such transfers between 
members of any agricultural tribe, because we think that the 
widening of the market of free transfer to this extent would be open 
•to the second objection which I have mentioned as applying to 
unrestricted transfer between agriculturists, namely, that the door 
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would thus be opened to the money-lender who belongs to an agri¬ 
cultural tribe buying up land in a village where he would^ come In 
as an outsider. At the same time, we recognize the force of the 
objection which has been taken that if free transfers are limited 
too strictly to within the same tribe, the market, in the case of 
some small tribes, will be undesirably narrowed. We propose there¬ 
fore to meet this objection by empowering the Local Government, 
with the sanction of the Government of Indta, to group together, 
when thought advisable, small and what may be called cognate 
tribes in the same district or in a group of districts, and to 
allow permanent alienation without restriction within such groups. 

As regards permanent alienations, therefore, the scheme of the 
Bill, as amended by the Select Committee, now stands thus; 

‘ Any member of a non-agricultural tribe may, without sanction, 
make a permanent alienation of land to any person, except in respect 
of any 'and which ho acquires heie.after as an ^agriculturist’ 
from a member of an agricultural tiibe. In this one case he will 
only be able to alienate, except with the sanction of tlie llevenue- 
officer, to another 'agriculturist’ in the s.-inie village or to a member 
of some agricultural tiilie.’ 

‘A member of an agricultural tribe may, without sanction, make 
a permanent alienation of land to a member of the same agricultural 
tribe, or, in certain case.s, to a member of any other agricultural 
tribe included in the same groiiji as his own trihe in the same 
district, or, if so notified, in a group of districts. In all 
other cases, every permanent alienation of land by a member 
of an agricultural tribe will require the sanction of the Revenu«- 
officer.’ 

a 

We have revised the definition of 'agriculturist’ so as to 
enable the Local Government, in cases where the first regular 
settlement has been made within the past thirty years^ to go back 
to the record of some previous settlement; we have amplified 
the definition of 'land’ ; we have included 'exchanges’ in, but 
excluded gifts or bequests for religious or charitable purposes 
from, the definition of ‘permanent alienation’ ; we have made clear 
that the right of unrestricted purchase allowed to an ‘agriculturist’ 
as such can only be exercised in the actual village or villages 
in which he has acquired such status; and we bare also 
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made clear that the action of a Reveniie-ofiieer, wlien granting 
or refusing sanction to a peimanent alienation, is purely executive, and 
that an^^ such order sanctioning an alienation is no bar to a suit on 
any question of title, or to any ipiestion relating to any reversionary 
right, or light of jne-emption, in a Civil Court. 


I come now to tenipoiary alienatioiLS of land, that is, alienations 
by means of nioitgnge, lease or farm. The Bill as introduced allowetl 
for the future only two forms of mortgage, namely, cither a usufruc¬ 
tuary morigage, with delivery of po.ssossion to the mortgagee, for 
a maKimuni [leriod of fifteen years, and on the condition that at 
the end of the period of niortg.ige the moitgaged lanil would revert 
to the mortgagor or Ins successor in interest with the mortgage-debt 
oxtiuguislu'd, or a eoliateial mortgage which, in ceitain circumstances, 
might bo converted into a iLsufuictnary morigage of the natnie just 
mentioned. Tliose provisions weie in accordaneo with the recom¬ 
mendations of the I'liiij.ib Committee, except that the maMinnin 
peiiod of mortgage was lediK'ed iioni (wentv to fifteen vears. blxis- 
ting mortgages were not iiitorforod with, evcejit when any such 
mortgage was liy \\n.\ uL conditional sale. In tlu’se oases, the mort¬ 
gage was to be null and void, but the llevenue-ollieer was empowered, 
on the application of either j.aity, to order the mortgagor to cxceute 
a fresh inortgago of flic usufnietnar}. natnie just mentioned, fora 
period of a fifteen ^ears, or for .such less ferin as the Rovemie-ofTicer 
might consider equitable. We now projiosc the following modifica¬ 
tions of (liCviC pioiis’ons. 

• Ill the f'rd place, wo think that, except; as regards conditional 
sales, which ouglit, in our opinion, to be absol*jtcly prohibited, there 
is no reason to impose any restrictions, whctlicr as to form or period, 
on moitgages made by any monibei of a non-agricultural tribe to any 
person, or a nienibcr of an agiicultui-al tribe to a member of the 
same tribe or of a tribe in the s.iine group. Then, in deference to 
the ojiinion cxpre.ssed by a large number of the officers consulted on 
the Bill, wo have extended the maximum term of. usufructuary 
mortgage to twenty years, a.s vva.s oiiginally recommended by the 
Punjab Committee. We, akso piopose, in adoption of a valuable 
suggestion made by Mu. DoriE, the present Chief Secretary to the 
Punjab Government, and sujiported by the Lieutenant-Governor, to 



EESTRICTI0N3 ON THE ALIENATION OP LANDS. 


207 


allow a third form of mortgage, whereby the mortgagor will retain 
an inalienable right of cultivating occupancy of the mortgaged land 
as the mortgagee’s tenant, on payment of a fair rent which will bo 
determined, in case of dispute, by a Revenue Court under the provi¬ 
sions of the Punjab Tenancy Act. A mortgage in this form may be 
made for any such term as may be agieed on, but the mortgagor will 
only be liable to ejectment from bis cultivating occupancy if he uses 
the land in an improper manner, or, if Ills lent is payable in kind, if 
he wilfully fails to cultivate the laud, or if a decree for an arrear of 
rent has been passed against him and remains unsatisfied ; but, even 
if so ejected from his cultivating occujmiiey as a tenant, the mort¬ 
gagor will retain the erpiity of redemption of his proiirietary right 
on payment at any time of the oiigmal mortgage-debt. We also 
propose to give power to the Local Government to allow other forms 
of mortgage, at its discretion, in addition to the three forms just 
speciliod, so as to permit the use of any existing local kinds of 
mortgage which are of an unobjectionable nature. As regards condi¬ 
tional sale.s, wo propose, as I have aheady mentioned, to absolutely 
prohibit the future use of this kind of mortgage in respect of land 
owned by any class of jiersons, and, as regards existing mortgages 
of this kind which have been made by any member of an agricul¬ 
tural tribe, wo propose, in modification of the provision in this respect 
of the Bill as introduced, to allow the mortgagee to elect either to 
keep his xiresent mortgage with this particular condition struck out, 
or to apply to the Reveiiue-oflicer to give him instead a usufructuary 
or collateral mortgage iii one of the forms to be hereafter allowed by 
the Bill, on such conditions as to the amount of mortgage-debt and 
period of mortgage as the Revenue-officer may consider reasonable? 
Except in the cases which I have just specified, no existing mortgages 
will bo interfered with in any respect. 

As reganls mortgages, therefore, the scheme embodied in the Bill, 
as amended by the Select Committee, stands thus : ^ 

Any member of a non-agricultura,l tribe may mortgage his land 
in any form and on any conditions he pleases except by way of con¬ 
ditional sale. So may a member of an agricultural tribe when the 
mortgage is to a member of the same tribe, or of a tribe in the same 
group. But in all other cases a mortgage* by a member of an agri¬ 
cultural tribe will have to be in one of the three forms which I haVe 
explained, or in some other form permitted by the Local Government, 
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Existing mortgages will not be interfered with in any way, 
except when any mortgage which has been made by a member of an 
agricultural tribe contains a condition which is intended to opei-ate 
by way of conditional sale. In this one class of cases the mort¬ 
gage will be revised or altered in the manner I have described. 

The conditions which will apply to all mortgages made under our 
proposed enactment, and those which may be inserted by agreement 
between the .parties, are specified in clauses 7 and 8 of the Bill. 
Some of these conditions I have already mentioned in e.xplaining 
the forms of mortgage which will be permitted, and I need only say 
further under this head that, in the case of term-limited usufruc¬ 
tuary mortgages, the mortgagor will be able to redeem his land at 
any time during tlie currency of the mortgage on payment of the 
mortgage-debt, or of such proportion of it as the Revenue-officer 
may consider to be e<piitablo, and that in no case will the mort¬ 
gagor be deemed to bind himself personally to repay the mortgage- 
money. 

As regards leases, wo have amended the provisions under this 
head of the Bill as introduced by (1) including temporary aliena¬ 
tions of the nature of a farm in the proposed restrictions ; (2) exten¬ 
ding the maximum period of a lease or farm to twenty years, and 
excising the condition that, if the alienor dies within this period, 
the lease or farm will terminate ; (8) limiting the restrictions to 
cases where the lease or farm is by a member of an agricultural 
tribe to a person who is not a member of the same tribe or of a 
tribe in the same group. Thus the restrictions on leases and farms 
jire brought into harmony with those on mortgages. 

We have made ju'ovision for allowing a person who has made a 
temporary alienation by mortgage, lease or farm for less than twenty 
years to make a further temporary alienation of the same land during 
the curren^ of the first transaction for a term not exceeding twenty 
years in all, but have retained the provision of the Bill as introduced 
which bars a further alienation of the same land during the currency 
of a mortgage, lease or farm, when the first temporary alienation 
has been made for the full term permitted. 

We have retained the provision which enables the Revenue- 
tffficer, either of his own motion or on the application of the person 
entitled to possession, to eject a mortgagee, lessee or farmer who 
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remains in possession after the expiry of the term for which he is 
entitled to hold under his mortgage, lease or farm. , 

We have also retained the provision of the Bill as introduced 
that a permanent alienation which requires sanction, but which is 
made without sanction, shall be tieated as a usufructuary mortgage 
made in the first form prescribed by the Bill, and we have further 
provided that any mortgage made by a member of an agricultural 
tribe in any manner or form not permitted by the Bill shall be re¬ 
vised and altered by the Revenue-officer so as to bring it into 
accordance with such form of mortgage permitted by the Bill as tho 
mortgagee may appear to be equitably entitled to claim, and that 
any lease or farm made by a member of an agricultural tribe to a 
person other than a member of the same tribe or of a tribe in the 
same group for a longer term than twenty years shall be deemed to 
have been made for only twenty years. 

As regards the restrictions on hypothecations of agricultural 
produce by members of agricultui-al tribes which were included in 
the Bill as introduced, we have, in modification of the absolute 
prohibition of such transactions, proposed to allow alienations or 
charges of this description to be made for a period not exceeding 
one year, or in special cases for a longer period with the sanction of 
the Revenue-officer. 

We have retained the provision which forbids the sale of land 
in execution of a decree or order, but have so far modified such 
provision as to make it applicable only to land belonging to a member 
of an agricultural tribe, and we have also made clear that the pro¬ 
hibition only applies to a decree or order of a Civil or Revenue Court. 
The prohibition as to sale will not, of coui-se, extend to temporary 
alienations of land for satisfying a decree which are made by the 
Collector, when so authorized by the Civil Court, under section 326 
of the Code of Civil Procedure. ^ 

We have retained but amplifietl the clause which prohibits the 
registration of any instrument contravening the provisions of the 
Bill ; we propose to prescribe that transactions which require the 
sanction of a Revenue-officer shall not be entered in the record-of- 
rights or in the annual record under the Punjab Land-revenue Act, 
until proof of such sanction is produced ; and we have provided for 
the proceedings of Revenue-officers under the Bill being regulated 

«7 
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by the procedure of the Punjab Iiand-revenue Act. We have also 
made clear that matters which the Local Government or Revenue- 
officers are empowered to dispose of under the Bill shall be excluded 
from the jurisdiction of the Civil Courts, and, in order that all 
proceedings before Revenue-officers under the Bill may be dealt 
with pi'omptly and inexpensively, we propose to exclude legal practi¬ 
tioners from appearing in such cases. 

The last point which I need mention is that we propose no 
alteration in respect of the general application of the scheme embodied 
in the Bill, subject to any territorial or personal exemptions which 
the Government of India may from time to time make on the 
recommendation of the Local Government. 

I trust, my Lord, that I have succeeded in showing that, while 
the Select Committee have not altered the Bill which I introduced 
last September on any important point of principle, their proposed 
modifications of, and additions to, some of its provisions will have 
the effect of placing the scheme under consideration on a broader 
and more elastic basis. As regards the main object of the Bill, 
namely, the restriction of permanent and temporary alienations of 
land by the agricultural classes, the scheme, as it now stands, will, 
as regards sales and other permanent transfers, while adhering to the 
principle of limiting the market of unrestricted transfer to within 
the same village community or agricultural tribe, enable the Local 
Government to meet the case of any tribes whieh are too small to 
provide any real market of sale within the tribe, by grouping them 
with other cognate tribes within the same district or a group of 
districts j and, as regards temporary alienations, the maximum period 
for which self-redeeming usufructuary mortgages and leases may be 
made has been extended from fifteen to twenty years, while another 
form of usufructuary mortgage is proposed under which the mort¬ 
gagor may mortgage for any period he pleases, but on condition of 
retainingafl, cultivating right of occupancy in the mortgaged land on 
payment of a fair rent, and preserving his right to redeem the pro¬ 
prietary right whenever he may be able to do so. 



\Extraclsfrom tke Proceedings of the Governor General’s Council, 
dated the 19th October, lOOOi] 

Punjab Alienation op Land Bill. 

His Honour the Lieutenant-Governor (Sir M. Young) said :— 
While congratulating my Hon’ble friend Mr. Rivaz on having 
safely piloted this Bill through troubled waters and on having great¬ 
ly improved its form in the process, I am bound to i onfess that I 
find it impossible to speak with much confidence as to its probable 
effect. Throughout the discussions which have taken place regard¬ 
ing it, I have been conscious of seeing more clearly the objections 
to drastic legislation than the arguments in favour of it. I have 
been more in sympathy with the Punjab Revenue authorities of the 
past than with newer views. Fifteen years ago Sir Charles Ait- 
CHisoN, writing of this subject, held the opinion that ‘ so far as the 
evils complained of are inherent in the chaiacter and traditional 
habits of the people, or in the giTidual extension of law and systematic 
government over a country governed more or less irregularly, little 
if anything can be done to improve the position of the agriculturists.’ 
Two years later Colonel Wage, one of the most thoughtful and 
experienced Revenue officers whom the Punjab has produced, wrote 
in this connection that ' we cannot succeed in protecting people against 
themselves; nor ought we to hamper those who are thrifty by 
restrictions intended for the protection of those who are not.’ Sir 
James Lyall in 1891, though strongly impressed with the danger¬ 
ous rapidity with which transfers of land were proceeding in the 
Punjab, thus expressed himself: “ No one ventures to say that we 

can go back from the gift of proprietary right, and it is generally 
admitted that it existed before our time, and that what we have 
really done is to make it more valuable, and thereby to promote its 
being encumbered and eventually transferred.” He confined his recom¬ 
mendations to measures designed to check the progress of transfers 
so far as it is due to the action of our laws and Courts. His pr?- 
gramme consisted of an Act to be framed for the Pimjab on the model 
of the Deccan Agriculturists’ Relief Act of* 1879. He sketched the 
outlines of the measure which he proposed and asked for early leave to* 
assemble a Committee of Punjab officers to draft a Bill on those 
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lines. No action up to date lias been taken on these proposals, and 
flic letter forwardiiijj them remains unanswered. Personally I should 
have been content to follow Sir Jambs Lyall’s programme. But 
restriction of the power of alienating land had no place in his scheme, 
nor did he ever contemplate such direct interference with the discretion 
of proprietors. The initiative in this resjiect was taken by the Govern¬ 
ment of India in 1895, when the Governor General in Council 
announced the distinct opinion that some action in the direction of 
restriction upon the alienability of land is genei’ally advisable and 
even necessary tliroughout India. As explained by the Hon’ble 
Mover in bis speech in tins Council on the 27 th September, 1899, 
this opinion was framed in connection with, though not in conse¬ 
quence of, the recommendations of the Commission appointed in 1891 
to report on the working of the Deccan Agriculturists’ Relief Act 
of 1879 and on the desirability of extending a similar measure to 
other Provinces. What led the Goverunient of India to this conclu- 
eion has not been explained. The idea did not emanate from the 
Local Governments, and up to the present time I believe no province 
except the Punjab has been asked to consider it. I shall probably 
not be far wrong if I say that Mr. Thorburn’s advocacy of the cause 
of the indebted peasant of the North-West Punjab against the money¬ 
lender had a good deal to say to it, while the distinguished Punjab 
officers who at that time and since have been connected with the 
Supreme Government have greatly influenced the decision. Be that 
as it may, the proposal to restrict the alienation of land in the Punjab 
was made to Sir Dennis Fitzpatrick in 1895 by the Government 
of India and not initiated by the Punjab Government. In reply 
Sir Dennis Fitzpatrick committed himself to the opinion that, if 
an overwhelmingly strong case were made out in regard to any 
particular tract, legislation empowering the Local Government to 
interfere with alienation in that tract would be justifiable, and having 
satisfied himself that such a case had been made out in regard to at 
least one assessment circle of one tabsil in the Gujranwala District, 
he founded on this conclusion a recommendation for an enabling Act 
restricting transfers, not for an Act applying throughout the Province. 

The reply to Sib Dennis Fitzpatrick's proposals was received in 
April, 1898, after I had succeeded to the Lieutenant-Governorship of 
the Punjab. The conclusions framed by the Government of India 
were set forth in that reply and consisted of two main propositions t 
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fiist, that a strong case seemed to have been made out for prohibiting 
all permanent alienations of agricultural land, excejjt with the sanction 
of some duly empowered Itevenue-oflicer; and, second, that the legis¬ 
lation for giving effect to this view should bo general and not 
partial in its character, in contradistinction to the proposal of Sir 
Dennis Fitzpatrick. I was inviteil to summon a Committee of 
selected officers to advise me in framing my conclusions upon the 
scheme of the Government of India, and this I did after circulating 
to selected officials and non-officials a scries of tpiestions framed on its 
proposals, and submitted the resolutions of the Committee with my 
own opinion, not quite so soon as I was ashed, but still within four 
months of the date of the letter calling for it. The proceedings were 
conducted at high pressure, but the subject was familiar to all of us, 
and my own opinion, which had been formulated and recorded nine 
years previously, had not changed since that time in any material 
degree; and, had I felt myself at liberty to do so, I should have 
reiterated my former views and advocated resort to the less drastic 
measures proposed by Mr. Elsmie and mj'self as Financial Commis¬ 
sioners in 1889, and amplified by the then Lii'utenant-Governor, Sir 
James Lyall. But tlicre were two reasons against my taking this 
course. The first was that the Government of India with those 
opinions and many more before it had committed itself to a definite 
preference for interfering with the right of alienation, and, although 
I was freely invited to express my opinion, I felt I should only be 
justified in placing myself in ojiposition to its views if absolutely 
sure that the policy was mistaken, and that the measure could not be 
adapted to the Province in any form ivithout serious risk. I was not 
prepared to go so far as this." In stating my second reason I have to 
make an admission. The officers whom I nominated to the Committee 
represented the best experience available, and a very strong embodi¬ 
ment of it. I did not pack my jury, but just took the best officers 
I could bring together. And they were unanimous in accepting the 
main features of the Government of India scheme. Under these 
circumstances, while giving full expression to my personal doubts as 
to the wisdom of the measure, I considered it the more important 
part of my duty to give it the best shape possible, and this was what 
1 endeavoured to do in conducting the proceedings of the Committee, 
and in drafting the opinion which I submitted to the Government of 
India. I regret that that opinion has not been formally placed before 
the Members of Your Excellency's Council. It would have rendered 
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the explanation, which I have felt it my duty to give, unnecessary. It 
would^ have made it clear that while the measure now before the 
Council goe^ beyond the utmost recommendations of the Local Govern¬ 
ment itself, it has the support, on the one hand, of the deliberate judg¬ 
ment of the Government of India, and, on the other, of a strong 
body of opinion within the Province; it would have shown that while 
I was personally very doubtful, and even apprehensive, of the effects 
of such a measure, I had waived my personal opinion, and^ confined 
my efforts to shaping it so as to conduce in the best possible manner 
to the end desired. This attitude has been described in one quarter, 
which I am bound to regard with veneration, as ‘ correct.’ It will no 
doubt be described by others as timid. I do not much care what is 
thought of it, but I am anxious for reasons which I will explain that 
my position should be made quite clear. That position is described in 
the following extract from the opinion already mentioned :— 

Assuming that tho Government of India hn\o determined to adopt stringent 
Jnoasnrcs for ehocking tho alienation of land, and to make those moasuros of general 
application to tho Punjab, subject to special exemptions, I recommend that the 
scheme accepted by tho Committee for dealing with permanent alienations, of whieh 
1 have given some account above, bo approved I believe it to be workable, and to be 
as littlo open to objection ns any which can bo devised , while, if successful in check¬ 
ing tho traiisfor of land to tho hands of tho inonoy-londer without unduly depre¬ 
ciating the wealth of tho zninindar or cioating wide agrnrion discontent, it will be a 
boon to tho country. 

This, after the fullest consideration, is all I am able to say in 
favour of the Bill, and it is on this assumption and subject to this 
consideration that I shall record my vote in its favour. 

But, my Lord, it is not merely for the purpose of justifying my 
vote, still less with the object of gratifying a not unnatural desire to 
explain precisely my attitude towards a measure which will affect so 
closely the vast majority of the people of the Punjab, that I have 
taxed the patience of the Council with what sounds I fear too much 
like a lo«g personal explanation. I have a more important object in 
view. The passing of this Bill is only the first act in a long drama. 
The working of it will be for many years the subject of anxiety to the 
Administration. A large number of opinions have reached the 
Council, some of them professing to come from bodies of agriculturists 
who are intimately affected by the measure. There are no doubt 
many genuine sentiments in these papers, but neither the agricultural 
community nor the village money-lender have really had their say, 
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nor have they as yet any idea how they will be affected by the 
measure. Nor, I venture to say, has any Member of Your Excel-* 
lenoy’s Council. It is only when the provisions of the Bill come to 
be applied that we shall learn the effect of the experiment. How far 
they will depreciate the value of land, how far they will he disregarded, 
how far they will be evaded, how far they will jnnch the borrower, 
or make the lender’s trade impossible, will only be revealed by degrees. 
The venture, which is a bold one, may be successful, or it may 
be a failure. But failure in legislation is of two kinds. A law may 
be more honoured in the breach than in the observance, and no great 
harm is done, though such laws are to some extent a source of weak¬ 
ness to the Administration. But if it actually results in injury to any 
class of persons, the failure is more serious. And the question 
whether this measure will cause injury or not depends very largely on 
the way in which it is worked. The Government of India has re¬ 
tained in its own hands to a large extent the working of the Act. 
This seems to me not unreasonable in view of the fact that it is the 
Government of India which is responsible for the enactment. But, 
when the Local Government proposes rules or notifications under the 
Act, I hope it will be remembereil that the Punjab Committee con¬ 
sidered that their proposals embodied the maximum in the direction 
of restrictions on alienation which could be regarded as either safe 
or desirable in the interests of the Province, and that, although a 
strong body of opinion exists in the Province, that interference with 
the right of alienation is possible and justifiable, those most nearly 
affected cannot bo said to have manifested any desire for such legis¬ 
lation, while the Head of the Local Government, concurring with his 
predecessors, would have preferred a less dmstic measure to that now > 
before the Council. 

And now, my Lord, having explained the limitations under which 
my vote in favour of this measure will be recorded, I propose to make 
only a few remarks in regard to its provisions. As explained by the 
Hon’ble Mover in introducing the Bill, the proposals of the Punjab 
Committee constituted the foundation of the scheme which it then 
embodied. And subsequent alterations have still further assimiliated 
it to those proposals, while other important additions have been 
made which in no way militate against th^m and have my entire 
concurrence. In one respect, however, the Bill departs from the • 
distinct recommendations made by the Punjab Committee. That 
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Committee contempiatecl no interference in respect of alienations 
■'of land to ag-riculturists. The Ilon’blc Member in charg'e of the Bill 
explained in his sjiecch on tlie 10th August last why he was unable 
to accept tills view. The reason was because the agriculturist 
is also in many cases a trader and a money-lender. Accordingly 
the Bill as intioduced in September, 1899, limited the freedom 
of such transactions to members of the same agricultuial tribe 
residing in the district where the land was situated. The limits 
of the district for the purposes of this provision might be 
extended or rcstiictcd. The term ‘agricultural tribe’ was 
similarly liable to formal definition. The Punjab opinions 
recorded on the Bill supporletl almost unanimously the view of the 
Punjab Committee, and advocated no restriction on alienations to 
members of .an agricullural tribe. In my opinion of the 15th May 
I strongly advocated this course, because otherwise matters would 
be made too hard for the small proprietors of small tribes. I 
pointed out that the main object of the Bill would not thereby be 
interfered with, while its principal danger would be averted. 
With reference to this view the Hon’ble Mr. Rivaz exjdained that 
the Select Committee had recognized the force of the objection that, 
if fi eo transfers were limited too strictly within the same tribe, 
the market in the case of some small tribes would be undesirably 
narrowed. Accoixlingly he announced that the Bill had been amended 
BO as to permit of the grouping together, when thought advisable, 
of small and what may be called cognate tribes in the same district 
or in a group of districts, and to allow permanent alienations 
without restriction within such groups. Now, the Bill itself as 
amemled and as now presented to the Council says nothing about 
cognate tribes. It merely provides in section 4 that the Local 
Government, with the previous sanction of the Governor General in 
Council, may determine what bodies of persons in any district or 
group of districts are to be deemed to be agricultural tribes or 
groups of agricultural tribes for the purposes of the Act. I still 
hold the opinion that the Punjab view is correct, and that the best 
plan would bo not to interfere with permanent alienations by a 
member of any agricultural tribe to a member of the same or any 
other agricultural trib§, and that provision in order to meet the 
Hon’ble Member’s objection should, if necessary, have been made in 
the Bill. But, as this opinion has not been accepted by the Select 
Committee, I will only record my hope that in working section 4 of 
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the Bill the Government of India will disregard the suggestion, 
which is not contained in its provisions, to group only thoSb 
tribes which are cognate, and will give full effect to the view of 
the Punjab Government and its officers in considering the reeom* 
mendations of the Local Government under section 4 of the Bill. 
I cannot too strongly insist upon the view, that the groat dangei: 
of the measure consists in the effect it will have on the small 
^ricultural tribes, which will often be found scattered in isola¬ 
ted villages far distant from each other. The machinery for woetiiig 
the case of such tribes is provided in the section I have quoted, 
and I hope it will be freely utilized. 

I find it unnecessary to refer to any other provision of the 
Bill which, on the assumption which I have explained, and subject 
to the remarks I have made, I accept as the best measure that can 
be devised for giving effect to the views of the Government of 
India. I shall direct my best attention during the remainder of 
my term of oflSce to its working, and earnestly hope that it may 
conduce more than I anticipate to the welfare of the agricultural 
population of the Province. 

I will only add in conclusion that the legislation of this Bill 
needs to be supplemented by a system of Agricultural Banks, and 
that I listened with much satisfaction to the announcement of my 
Hon'ble friend Mr. Rivaz that the Government of India had such a 
system under consideration, and that of the Hon^ble Finance Member 
that he regarded the project with special interest and proposed 
shortly to take it in hand. 

The Hon’blb Mr. Rivaz said ;— 

With reference to some of the views which have been expressed 
in the speeches just delivered, I am afraid that I must ask the 
Council to bear with me while, at the risk of exposing myself to 
the charge of wearisome repetition, I make yet a few further re¬ 
marks regarding that all-important part of our scheme which im¬ 
poses restrictions on permanent and temporary alienations. I say 
again that the main object of the scheme is to discourage, as far 
as possible, members of agricultural tribes from selling their 
lands. To those who, while agreeing that sales to professional 
money-lenders ought to be prohibited, yet wish to leave the* 
market of sale unrestricted as regards members of all the agricuU 
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tural tribes between themselves, I wish to say, how can this be 
justified ? Our sole justification for interfering with the free 
right of sale which the Punjabi land-owner has hitherto possessed 
is that he has proved himself incapable of making proper use of this 
right, and that he has been unable to resist the temptation of rai¬ 
sing money on his land, even to the extent of selling it, for 
purposes of pure extravagance. If, however, we only go so far as to 
prevent him from selling his land to the professional money-lender, 
but still allow him to sell as he pleases to any member of any 
agricultural tribe, what would be the result ? To my mind it would 
certainly be this. Wo should, by thus partially narrowing his 
market of free sale, depreciate the selling value of his land 
to some extent, but not sufficiently so to discourage him from selling 
except in cases of real necessity. He would still be tempted to 
sell for purposes of extravagance, but whereas formerly, when he 
wanted to raise (say) one hundred rupees, he could do so by selling 
a couple of acres, he would now have to sell three. Would this be 
a fair way of dealing with the small proprietor ? Ho would certain¬ 
ly disappear under such conditions at a more rapid rate than he is 
disappearing at present. I am not prepared to say whether the 
accumulation of large landed properties in the Punjab is, from a 
political point of view, desirable or not; but I do say most 
distinctly that it is no part of our scheme to encourage the growth 
of large properties at the expense of the small proprietor. I 
repeat that our main object is the preservation, not the extinction 
of the small proprietor. This then is my objection to keeping 
the market of free sale as wide as some desire to keep it. If, 
however, we limit the market, as our scheme contemplates, to the 
tribe, or, in special cases, to a group of small similar tribes, 
then I claim that we are really narrowing the opportunities for 
sale to an extent which will remove the temptation to sell needless¬ 
ly, yet will afford a sufficient market in cases of real necessity. 
As I have said before, it is neither possible nor desirable to pro¬ 
hibit sales altogether. The individual must in some cases part with 
his land, but under our scheme the powerful factor of sentiment 
comes in, and the land, though lost to the individual, is preserved to 
the tribe. If, however, in any particular case a man who is compelled 
» by necessity to sell his land is really unable to find a purchaser for it 
'at a fair price within his tribe, the Bill provides a ready remedy. As 



ilESTBICTlONS ON THE ALIENATION OF LANDS. 

His Honoub the Lieutenant-Governor remarked, in his speech in 
this Council on the introduction of this Bill a year ago, 'there il 
nothing absolute about the restrictive provisions. The * person 
who lies under the greatest disability under the proposed Bill 
can obtain a dispensation from its provisions, if due cause be 
shown.’ 

Moreover, it must be remembered that, although our scheme 
imposes material restrictions on sales, it provides large facilities, 
larger, perhaps, in my own opinion as the Bill now stands, than is 
altogether desirable, for rai.smg money on mortgage. In short, 
the key-note of our scheme is to discourage sales but to provide 
ample reasonable facilities for temporary alienation. 

The Hqn’ble Mu. Tupper said :— 

As I have been closely connected with the progress of the present 
measure in its different stages during the past four years, I am 
anxious, with Youu Excellency’s permission, to take this opportunity 
of explaining why it has my hearty support. 

The reasons for adding to the already existing restrictions on the 
transfer of agricultural land in the Punjab are both political and 
economic. While I admit the force of the economic reasons, which 
have been fully explained to-day by the Hon’ble Member in charge of 
the Bill and by the Hon’ble Nawab Muhammad Hayat Khan, I wish to 
say that it is the political reasons which have most strongly influenced 
my judgment in this important matter. 

Here, as often happens in India, the political argument is in a 
measure an historical argument. It is what I have gathered during 
the course of my service concerning the political and administrative, 
history of the Punjab that has convinced me of the political necessity 
of some measure of the present kind. 

The written history, the traditions, the existing tenures and the 
social institutions of the Province combine to suggest the probability 
that before any authentic and continuous narrative becomes possible 
the plains of the greater part of the Punjab were peopled by fairly 
compact emigrant tribes who either occupied the waste or drove out 
or subjugated previous inhabitants and possessed themselves of the 
land, practically as its masters, much in the qp,me way as, within his¬ 
torical times, the Bannuchis, the Marwats and the Darwesh Khel 
Waziris possessed themselves of most of the Bannu district, and thy 
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Yusafzais, Muhammadzais, Khalils, Mohmanda and Daudzais estab¬ 
lished themselves in the Peshawar Valley. When the Delhi empire 
fell to pieces, and in the Punjab the confusion consequent on its ruin 
was worse confounded by the successive irruptions of Nadir Shah and 
Ahmad Shah Durani, many of the tubes of the Western Punjab 
asserted an independence similar to that with which we are familiar in 
the case of the Afridis and the Orahzais. Amongst these independent 
tribes I may instance the Gakkhars of Rawalpindi, the Janjuas of 
Jbelum and the Sials of Jhang. By this time also the Sikh mult, 
which were in origin predatory bands like those of the Pindaris, were 
acquiring or had acquired political and territorial power. The inde¬ 
pendent tribes came into conflict with the now formidable Sikh mitla, 
and the mtali in their turn were incorporate<l in the vigorous army and 
the tolerably well consolidated kingdom of Maharaja Ranjit Singh. 
In the Eastern Punjab the history was rather different. But in the 
border land between the Sikh and the Mahratta Powers strong Jat 
villages frequently defied all authority; and the Sikh misls, as in the 
Central and parts of the Western Punjab, acquired dominant autho¬ 
rity in the country between the Sutlej and the Jumna. The composi¬ 
tion of the Sikh mtttls is somewhat obscure, and the tnids certainly 
often included men other than those belonging to the dominant clans; 
but I think I may safely say that the mish were mainly recruited from 
Jats, that is, from men of those very agricultural tribes thickly 
clustered in the central Punjab whom it is an object of the present 
measure to maintain in the enjoyment of their ancestral lauds. 

Now, one result of all the history is that wo still have tho lands 
of the Punjab jilains held largely, though not exclusively, by tribes of 
bold traditions and high spirit, whose courage and love of adventure 
commands tho heaity sympathies of men of our race, but whose in¬ 
herited qualities, formed in times of war and depredation, are far 
better suited to success in the field of battle than in the Courts of law. 
No one wishes men of this type, whose courage in our cause has again 
and again earned our gratitude, to be dispossessed of their ancestral 
lands. I say no one advisedly, for I do not believe that even the 
trading classes, who, by the undesigned effects of our system, are 
being drajvn into the possession of some of these lands, really them¬ 
selves desire the social revolution which w'ould ensue if we did not 
interfere to check that process while there is still time to check it with 
^ect. The insidious danger with which the old dominant agricultural 
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tribes are threatened under our rule is not, I think, due to any 
deliberate design or wish to oust them from their possessions, but* to 
the scope allowed to perfectly reasonable commercial instincts from the 
time, when law and older superseded the anarchy and turbulence of 
former days. And these commercial instincts, even though they do 
not evoke enthusiastic sympathy, we, who belong to a pre-eminently 
commercial nation, can regard at least with justice and respect. 

In truth, the contest between the agricultural tribesman and the 
money-lender for the sources of wealth which have been so enormously 
developed in the Punjab during the last half century seems to me 
to have been quite inevitable. It has been suggested that the present 
legislation is revolutionary in character and unsuited to the social con¬ 
ditions which exist in the Punjab. I venture to think that the 
converse is true. The object of this Bill, as I understand it, is to 
avert a social revolution, not to create one. The Bill is conservative 
of the iiossessions and status of the classes who were dominant before 
our day and still represent by far the most important political forces 
which we have to take into account in this part of India. It has 
been cautiously devised by the co-operation of many authorities to suit, 
the peculiar social conditions which have followed upon the regular 
working of British Law Courts in what was once the kingdom of 
Kanjit Singh. • 

It would be possible to take this Bill clause by clause and show 
how each is intended to harmonise either with the rural economy of 
the Punjab at large, or with the administrative system which we have 
established there. I do not propose to occupy the time of the 
Council with any such detail; but we may take as an illustration a 
main principle of the Bill, namely, that as between certain clasfies 
permanent transfers of agricultural land shall be allowed only with the 
sanction of a Revenue-officer. Restrictions on the transfer of land 
are, as my Hon'ble friend Nawab Muhammad Hayat Khan and the 
Hon’ble Mr. Fansiiawe have pointed out, no novelty m the Punjab. 
There were administrative restrictions dating from 1850, referred to by 
His Honour the Lieutenant-Governor in paragraph 6 of his 
memorandum on the proceedings of the Simla Committee of 1898, of 
which the object was really the same as one object of the present Bill, 
that is, to prevent the transfer of land to strangers unconnected with 
the village community. There arc still the restrictions, arising out of 
the claims of reversioners under the customary law. There are the 
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restrictions, which in cases affecting certain classes we are about to 
ma'kc absolute, on the sale of agricultural land in execution of decrees. 
All these ^restrictions have failed for various reasons to avert what 
some of us have at length, after fifty years of British rule, been 
convinced that it is most necessaiy to avert—I mean a direct though 
never-desired and never-intended consequence of the establishment 
of that rule on the position of the old agricultural tribes. 

The early administrative restrictions took their later form in the 
law of pre-emption. That law in itself was insufficient—for this 
reason amongst others, that it deals with the issue perceived by the 
first administrators of the Punjab, the issue between the village- 
community and the outsider, and does not deal with the much wider 
issue now seen to have been developed—that between the trading 
classes and the old agricultural tribes. Moreover, that law, as it has 
come to exist, actually admits the outsider whom it was the original 
intention to exclude. This defect will, I hope, be shortly remedied 
by a Pre-emption Bill to be introduced in the Punjab Council, partly 
on its own merits, and partly as being supplementary to the present 
^ measure. The customary law relating to the claims of reversioners 
is wholly insufficient, both because its action depends on the interests 
and even the caprice of individuals, and because, while alienations 
may be made in case of necessity^ necessity has been held to exist in 
money if wanted for just debts. Finally, the Punjab rules as to 
sales in execution of decrees have been evaded by resort to mortgages 
by conditional sale. I do not pretend that the step we are now taking 
is not a momentous one ; but to my mind it seems just as much a 
natural consequence of the administrative history of the Province as 
the retention of the zamindar in the possession of bis ancestral lands 
is a political necessity arising out of its political history. Kestrio- 
tion after restriction has cither missed its actual mark or has other¬ 
wise failed to secure that retention. Is it not at least reasonable that 
we should now intervene, and that in the directest fashion by the 
present legisTation ? 

As to temporary transfers, if the mortgagor is not a member of 
an agricultural tribe, or if he is such a tribesman, and the mortgagee 
is a member of the same tribe, or of a tribe in the same group, there 
is no change in the law ejeept in so far as the Bill gives power to 
de&crmine what bodies of persons shall be deemed to be agricultural 
tribes. In other cases we have been guided by experience in selecting 
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for adoption those forms of mortgage which are believed to he least 
harmful to the agricultural debtor ; and because some form^ of mort¬ 
gage and conditions of mortgages not recounted ip the Bill may 
nevertheless turn out to be innocuous, we have guarded the position 
by enabling the Local Government to add to the forms of mortgage 
and conditions so enumerated. This is one of the many precautions 
we have taken to ensure that the Bill shall not jar with the common 
customs of the peasantry. 

Lastly, I wish to express my concurrence with some of the re¬ 
marks of the Hon’dle the Nawau in regard to the trading classes 
from whom most of the opposition to this measure proceeds. I agree 
in the assertions made by him and in some of the papers connected 
with this Bill as to the important and useful place which'the village 
money-lender occupies in the agricultural system of the country. 
I hope and indeed believe that the more enlightened members of the 
trading classes, all of whom have benefited enormously by British 
rule, will recognise that in the present legislation there is neither any 
hostility to them nor any disregard of their just rights. We do not 
indeed wish them to supplant the zamindars, and so far as we can we 
intend to prevent their doing so. But wo mean that the zamindars 
shall pay their just debts j and I have heard to-day with much 
satisfaction that measures are in contemplation which will enable men 
of the trading classes,—or indeed of any class,—who hold decrees 
in their hands, to get their money for them more easily than is often 
the case now. I would repeat here the remark that I have made 
elsewhere that a far-reaching measure of the present kind is the 
more likely to succeed if it does injustice to nobody. It is not, in 
my opinion, in any way unjust to the smokar. It leaves open a wide’ 
field for the investment of capital in the customary way in mortgages 
of a suitable description—mortgages which do not need the sanction 
of any revenue authority but are necessarily subject to the essential 
condition that the mortgagor who is a member of an agricultural 
tribe shall not be permanently dispossessed. Is it too much to ask 
the Bowkar, who owes so much to law and order and improved 
communications and the assistance of the courts, to be content without 
the permanent possession of lands which are in the hands of their 
ancestral proprietors a strength to the State, but would be in his 
hands a danger to himself, even sometimes as it is, and more certainly 
and widely should the law and order on which his tenure depends ba 
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fit atay time temporarily interrupted ? The permanent transfer of the 
ancestral lands of the agricultural tribes to the trading classes does 
no good whatever so far as I can seCj not even economic good, for 
the agricultural tribes are the better agriculturists : and on the 
historical and administrative grounds which I have explained I 
heartily rejoice that Government has determined as far as possible 
to put a stop to it. 

Ills Excellency the PaEsiDENTsaid :—• 

When the Government of India utilises its legislative power 
to pass what is certainly a drastic, and has been described in the 
course of these debates as a revolutionary, measure, affecting any 
subject, but more particularly affecting the land, there are two 
questions as to which it shoidd, in my oiiinion, satisfy itself. 
The first is—has the existence of an evil, calling for legisla¬ 
tive interference, been established ? The second is—is the 
particular legislation propo.sed the right remedy ? 

The first of these questions we had answered to our own satis¬ 
faction a year ago A careful study of the reports and returns, 
extending over a period of more than thirty years, had convinced 
the Government of India that the alienation of land in the Punjab, 
practically initiated by the British Power after annexation, is 
progressing with increased and alarming rapidity ; that in conse¬ 
quence of this progress land is passing away from the hands of the 
agricultural classes whom it is our policy to maintain upon it, and 
into the hands of classes or persons who, whatever the part that 
they may play in the economy of agrarian life, are not, in our 
•judgment, either necessary or desirable as land-holders ; and that 
consequently a grave political as well as economic danger threatens 
the province, which it is the bounden duty of Government to avert. 
Nothing that has occurred in the interim has tended to shake our 
confidence in the substantial justice of this couviction. On the 
contrary, I think that it has been strengthened by the evidence 
that has since poured in. We have been told, it is true, that there 
can be no political danger in leaving things as they are, because 
the discontent of the Punjab peasantry is never likely to take the 
form of active rebellioq, I should be sorry to think that our 
political objections to a continuance of the status quo were sup¬ 
posed to bo based upon such fears as these. It is not a disloyal 
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peasantry that we apprehend. It is a despondent, debt-iidden, 
expropriated and impoverished land-ownin" class, particularly 
a class recruited from the stable and conservative elements so 
forcibly described by the Hon’blb Mil. Tuppbr, which would be both 
a source of weakness to the province and of alarm to the State. 
Again, it has been said today that the sowkar is a very useful and 
even indispensable factor in rural life, who is quite content if 
he secures his reasonable profits, and has no a priori appetite 
for land. So far as I can see, the model money-lender whom I have 
described, and whose utility I do not dispute, will not be at all 
injured by this Bill. The zaniimlar will still require money, and 
the baniya will continue to provide it. But it is the Siiylock, who 
insists upon his pound of flesh, and who, under the existing system 
is in the habit of taking it in land, because it is the one security 
which his debtor can furnish, at whom we aim. A money-lending 
class I fully believe to be essential to the existing organisation 
of agrarian life in India ; but we do not desire to see them convert¬ 
ed into laud-grabbers, either voluntary or involuntary, at the 
expense of the hereditary occupants of the soil. 

I do not, therefore, feel any doubt as to the seriousness of 
the malady which we have been called upon to diagnose, and for 
which, if we value our responsibility, it is our duty to prescribe. 
But there arises the second question, whether we have or have not 
adopted the right prescription. 

Now, there is one objection that has been raised to our Bill 
which would equally apply to any Bill. It has been said that social 
customs and institutions cannot be changed by arbitrary dispositions,, 
either of law or executive authority ; that they should be allowed 
to work out their own salvation j and that, in the process of what 
is described as evolution, but is in reality only blind and irres¬ 
ponsible abnegation of control, the desired reform will some day 
come. With me this argument carries no weight •, for it is the 
^|gument, both of the optimist, in so far as it cheerily but thought¬ 
lessly assumes that things, if left to themselves, will come 
right in the end, which I may observe in nine cases out of ten 
is not the case ; and of the pessimist, in so far as it contends 
that Governments ought not to attempt lo solve problems, because 
their solution is hard ; while it is also in direct violation of 
historical facts. If successive British Gorernments had contentedly 


9.0 



226 


BESTEICTIONS ON THE ALIENATION OP LANDS. 


accepted the proposition that social and agrarian evils are not 
iJ) be rectified by legislation^ where, I wonder, would the boasted 
advance of the nineteenth century have been ? How would the 
men in our coal-mines, the women and children in our factories, 
ever have secured the full protection which they now enjoy ? Would 
labour have emancipated itself from the all-powerful control of 
capital ? Had they not been guaranteed by legislative enactments, 
where would the valued privileges of compensation for improvements, 
compensation for accidents, compensation for disturbance, have been ? 
Even in India itself how should we have built up the fabric of 
social and agrarian rights without the instrumentality of the law ? 
Finally, as regards this particular case of land in the Punjab, 
I do not see how there can bo anything immoral or revolutionary in 
taking away or modifying a privilege which, it is proved beyond 
possibility of doubt, was for the most part one of our own arbitrary 
creation. If it is an improper thing to diminish or destroy 
proprietary rights in land because it involves an interference 
with the course ]of nature, equally was it an improper thing to 
create them as we did fifty years ago, when they did not already 
exist. You cannot apply the argument at one end of the scale, 
without admitting it at the other. This is the answer to the plea 
of inviolable promises and inviolable rights that was put forward 
today by Sir Haunam Singh. The objections in pi’inciple to legisla¬ 
tion of this description may, therefore, I think, be disregarded. 

There remains the question whether this particular Bill and the 
methods to which it proposes to give the sanctity of law are the best 
remedy that could have been devised. I have been a good deal struck 
in the discussion, both in Council and in print, by the absence of 
any alternative prescription. Inaction, I may point out, is not an 
alternative. It is only an evasion of responsibility. It does not, of 
course, follow, because no other suitable or likely remedy has been 
pointed oujb, that ours is the sole or the right one. Such a contention 
would be both illogical and foolish. But given an evil which all 
admit, if the method of cure or rather of prevention which is suggest^ 
by the responsible physician is questioned either by the patient or 
by the public, the onus, I think, lies upon the latter of indicating 
a better plan. The fact that in the present case no such rival panacea 
Ias been forthcoming leads me to claim that the Government proposal, 
{{whether it be sound or unsound, at any rate holds the field. 
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I now turn for a few moments to the Bill itself. It will not be 
denied that we have proceeded with the various stages of its growth 
and enactment with singular care and deliberation. The Bill in ita 
original shape was the outcome of years of patient study. In the 
form which it has now finally assumed, it also bears the impress of 
repeated reference, of diligent reconsideration, and of an anxious desire 
to meet, in no dogmatic frame of mind, the criticisms whether of 
expert authority or of public opinion. Wo should, I think, have 
been very obstinate and unwise had we adhered to every clause, or 
even to every leading feature of the Bill, as introduced last year. 

It was emphatically a case in which a reasonable spirit was called for, 
and in which some concession was required to the arguments of 
opponents, not for the mere sake of compromise, but in order to 
bring the measure into closer harmony both with the feelings of the 
community and with the needs of the case. It is in such a spirit 
that the Bill has been conducted through Committee by the Hon’blk 
Mr. Rivaz, on whoso behalf it will, I am sure, be admitted by all 
of his colleagues that if he has been clear as to where to stand firm, 
he has also known exactly how to conciliate and where to yield. As 
a result of the labours of the Select Committee, for which I must, 
on behalf of the Government of India, thank all its members, the 
Bill now emerges a more eSicient, a more elastic, and therefore a 
more workable, measure. In the old Bill, for instance, the Revenue- 
officer’s authority for every permanent alienation of land was made 
obligatory even in cases of merely formal sanction to alienation 
between non-agriculturists. Now this sanction has been wisely dis¬ 
pensed with. Next, we have extended the maximum period of 
mortgage, when made by a member of an agricultural tribe outside 
his tribe or group of tribes, from fifteen to twenty years; we have 
added another form of mortgage which is likely to prove both ser¬ 
viceable and popular; and we have given power to the Local Govern¬ 
ment to prescribe, in case of necessity, yet other variation^. These 
are only a few among the many changes, and, as I think, improve¬ 
ments which have been introduced into the Bill. I do not say that 
they have converted it into a perfect measure. I have seen enough 
of agrarian legislation in the British Parliament to know that it never 
attains perfection, that it often fails in what are thought in advance 
to be its most certain effects, and that strange and unforeseen conse- * 
queuces ensue. No doubt our Bill will not differ from English or 
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Irish Land Bills in this respect. Some of its provisions will not do 
what is /“xpectcd of them. Others will meet with a surprising and 
unexpected vqgue. That is the fate of all experimental legislation ; 
and that we are making a great experiment I for one have never denied. 
Given the desirability of making it, which I have already argued, 
the utmost that we can do is, as far as possible, to anticipate every 
likely consequence, and to graft upon it the wisdom of the most expert 
intelligence. 

There are sqine features in the Bill upon which I admit that the 
arguments are very evenly balanced. It has been said, for instance, 
i'lat we have drawn the restrictions too tight, that the phrase ‘ agricul¬ 
turist ’ is too narrow and inelastic a term, and that there should be 
no restriction upon dealings between members of that class. I am 
not insensible of the danger of unduly narrowing the market for the 
compulsory vendor, or again of excluding as a purchaser the dona fide 
cultivator who may not happen to fall within the agriculturist defi¬ 
nition. But, on the whole, I think that in these respects we have 
gone as far as prudence and the main principles of our legislation 
allow. The embarrassed land-owner should find a sufficiently wide 
market within the limits of his tribal group; while the category 
of agricultmists is, as has been shown, neither so rigid nor so exclu¬ 
sive as has sometimes been assumed. Money-lenders are inside as 
well as outside it; nor need the credit of the debtor be permanently 
impaired for lack of a partner to the desired transaction. 

As regards the future of this legislation, I will not be so rash as 
to prophesy. I should be treading upon too uncertain ground. One 
thing only I will predict, namely, that the gloomy forebodings of its 
opponents will not be realised. The case for the Opposition, as I 
may call it, has been stated upon a previous occasion in this Council, 
and again to-day, as well as in a printed Minute of Dissent, by the 
Hon’ble, Sir Harnam Sinoh. If we are to believe the opinions 
which he has expressed or recorded at different stages, and I quote 
his actual words, the majority of the peasant-proprietors of the Punjab 
are to be reduced by this Bill to a state of serfdom worse than that of 
the Middle Ages; it is to be followed by the impoverishment of 
millions of men living upon the soil; it is to doom the iieopic to 
perpetual misciy, and to destroy their happiness and contentment; 
British prestige will bo rudely shaken; agricultural credit will be 
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destroyed; and the progress of the province will be retarded for at 
least fifty years. Every age and every epoch has had its Cassandrti j 
and I do not complain of my Hon’ble friend for donning the famili.ar 
garb. I venture, however, to think that if his supcrla?,ivc3 had been 
fewer, his invective would have been more convincing, and that his 
vaticinations will be found to have been a good deal exaggerated. If 
this be so, I am confident that no one will be better pleased than 
the Hon'ble Member himself. I will not rush to the opjwsite ex¬ 
treme. I have no intention of claiming that universal peace, or 
prosperity, or affluence will settle down njion the land in consequence 
of this Bill. Far from it. There are many questions as to the future 
to which I should hesitate to give a confident reply. Will this 
measure really secure to the agricultural tribes of the province the 
full possession of their ancestral lands? Will it restrain them from 
reckless borrowing? Will it save them from the mesh of the usuivi ? 
Or, while protecting them from usurers of other castes, will it hand 
over the feebler and less thrifty units in the class to the richer and 
more powerful members of the tribe? Or, again, will it effectually 
divorce the money-bags of the province from the one form of invest¬ 
ment which has always been dear to successful speculation? It 
would require a keener insight than mine to answer such questions 
with any certainty. It may be permissible, however, to anticipate 
that while all of these consequences will to some extent ensue, no 
one will follow to the exclusion of the others. The moneyed classes, 
the nouveaux riches, will still have their opportunity of obtaining land, 
but not on such easy terms as in the past. The agricultural tribes¬ 
men lyill not all in a moment be converted to frugal or provident 
habits j but the opportunities and the temptations of borrowing will, 
it is hoped, be less. The weakling and the spendthrift will still go 
under, and his possessions will pass to his stronger brethren. But 
the transfer will be more frequently to men of his own tribe or tribal 
group, and less frequently to outsiders who are not connected cither 
with the traditions or with the traditional occupation of tlie province. 
The transition will not be abrupt or sensational. It will be enough 
if, though gradual, it is sure. I shall myself watch the venture 
with the warmest sympathy and interest, not merely because I have 
been head of the Government of India at, the time when this Bill 
ha« passed into law, nor because I know it to have been framed with 
the most conscientious regard for the public interest, but because it 
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is the first serious step in a movement which is designed to free the 
agricultural classes in this country—the bone and sinew of our 
strength—from an incubus which is slowly but steadily wearing 
them down. * 



Tub Punjab Alienation op Land Amendment Bill, 1906. 

Statement of Objects and Reasons. 

The first and most important amendment contemplated by the 
present Bill is the abolition of the statutory agriculturist. This is 
effected by the repeal of section 2 (2) and of section 3 (2) {6) and the 
proviso thereto. 

The experience gained of the working of the Act has shown that 
there are grave objections to his existence. The fundamental objection 
is that the so-called agriculturist is in many cases not an agriculturist 
at all, and that when he is not a member of a notified agricultural 
tribe he frequently belongs to the bania class whose acquisition of 
the lands of agricultural tribesmen it is the primary and avowed 
object of the Act to prevent. In every village where there are agri¬ 
culturists who are not members of an agricultural tribe, there is a 
standing menace to the successful working of the Act. If a bania 
has held land for 30 or 40 years in a village, he does not cease to be 
a bania ; and if he is a land-owner, it does not follow that he is not 
also a money-lender. There is nothing in the structure of rural society 
in the Punjab to separate hanias who have held lands since the first 
Regular Settlement from others. At present such a bania is in a 
position of great advantage, because the door closed upon the mass of 
the money-lending classes is left wide open to certain members of 
those classes who in the absence of competition of their class have 
better opportunities now of permanently acquiring the lands of zamin- 
dars than they had before the Act was passed. 

Agriculturists who are not members of notified agricultural tribes 
will be found to belong to one or other of the following groups, 
namely,—I banias, that is, village shop-keepers, grain-dealers and 
money-lenders, whatever their caste or tribe j II Hindu settlers who 
are not money-lenders ; HI village menials ; and IV tribes practising 
agriculture, but usually having also various other avocations, such as 
trade, money-lending, military or other service, and the like. The 
cases of individuals falling under groups I, II and III could, it is 
considered, be quite adequately met by the* power to sanction per.^ 
manent alienations conferred on Deputy Commissioners by section 3 (S) 
of the Act. As regards groups of persons falling under group IV, 
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tkere is the power to notify them under section 4 of the Act, They 
frequentTy petition to be notified, and the facts are examined from time 
to time, and iPit is possible, consistently with the objects the Act, they 
are notified accordingly. 

The inclusion of the statutory agriculturist has led to great diffi¬ 
culties in the working of the Act. The status is a highly technical 
one, and the people and many Revenue Officers have had great diffi¬ 
culty in comprehending the exact position which he occupies under the 
Act. In some districts the records of the first Regular Settlement, or 
of the Settlement fixed for the purpose of determining who are agri¬ 
culturists, do not contain the names of all the jjroprietors or occupancy 
tenants which renders it difficult to determine whether persons claim¬ 
ing the status actually possess it. A further difficulty has been 
caused by the necessity of providing that the Revenue Records shall 
show details of land purchased by agriculturists from members of 
agricultural tribes for the purpose of checking subsequent sales of the 
same land ,—vide the proviso to section 3 (I) {b) of the Act. These 
difficulties are not of great moment: the real objections have been 
stated above. The statutory agriculturist appears to have been the mere 
creature of the fears with which the working of the Act was re¬ 
garded by those who had no real faith in its principles. The experi¬ 
ence now gained shows that those fears were not justified. His 
abolition is proposed not because the working of the Act shows that 
he is already absorbing the lands of zamindars, but because the Act 
gives him the opportunity to do so and because it is a flaw in prin¬ 
ciple to exclude the bania in a groat mass of cases and admit him in 
a comparatively few on the basis of an accidental circumstance uncon¬ 
nected with the structure of rural society in the Punjab, viz., the 
date of the first Regular Settlement, 

It is to be noted also that he finds no place in the Act as modified 
in its application to the North-West Frontier Province by Regulation 
1 of 1904, and the same omissions as are now contemplated have 
been made in the Bundelkund Alienation of Land Act ( 2 of 
1003). 

In connection with this amendment it is intended to repeal the 
provision in section 4, requiring the previous sanction of the Governor- 
General in Council before a tribe is notified as an agricultural tribe. 
The Act is no longer an experiment, and the Local Government may 
now be well left to decide what tribes shall be notified. The question 
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has become a purely local one full of local detail, and it is thought 
that the Local Government may be left to freely exercise the power of 
admiting tribes to the protection of the Act. Such admissions are 
now the more necessary in consequence of the abolition of the statutory 
agriculturist. 

It has been decided to include definitely any right of occupancy in 
the expression ‘ land’ as defined in section 2 (5) of the Act. This 
is in accordance with the judgment of the Chief Court, No. 11 P. R., 
1901', and also assimilates the present definition to that which has 
been adopted in the Punjab Pre-emption Act, 1905, with the exception 
that the restrictive words therein are omitted, as instances of occupancy 
rights may possibly be met with which have been acquired otherwise 
than under an Act of the Legislature. 

The definition of permanent alienation has also been amended so 
as to include grants of occupancy rights and gifts for religious or 
charitable purposes. The former amendment is consistent with the 
decision that ‘ land’ shall include occupancy rights while the latter is 
proposed in order to avoid a possible evasion of the Act. In the case 
of bond fide gifts for religious or charitable purposes the amended 
proviso to section 3 (fi') provides that sanction thereto shall always be 
given. The policy of treating these gifts in a liberal spirit and in a 
manner which is likely to be approved by popular sentiment is thus 
maintained. 

The right of pre-emption given to a landlord in the case of a trans¬ 
fer by his occupancy tenant was expressly saved in the Punjab Pre¬ 
emption Act, 1905. The provisions of sections 53 and 54 of Punjab 
Tenancy Act, 1887, are not expressly saved or repealed in the Punjab 
Alienation of Land Act, 1900, with the result that the right given to 
the landlord in exjiress terms by Statute is not taken away and is not, 
it is thought, even limited by the necessity of obtaining sanction. It 
is not thought necessary at present to take away the right, but it is 
thought necessary that the Deputy Commissioner should bfe kept in¬ 
formed of such alienations in order to check evasions of the Act. By 
the section it is proposed to insert as section 2-A, it is therefore pro¬ 
vided that the provisions of the Act shall apply to these alienations 
nptwdthstanding the provisions of sections 63 and 54 of the Tenancy 
Act, but in the new proviso to section 3 {2) it*is provided that sanction^ 
shall always be given. y/ 
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In the cases specified in section 13 of the Act the Deputy Com¬ 
missioner is expressly empowered to eject the person wrongfully in 
posscssfon and to place in ixjssession the jjerson entitled to it. No 
such express provision is made in respect of a mortgagee without pos¬ 
session who may become entitled to an usufructuary mortgage under 
section 6 (i) (b), nor in respect of a mortgagor who under section 7 
(8) may redeem his land. It has been thought expedient to make 
it clear that a Deptity Commissioner may complete the case without 
compelling the parties to go to another tribunal before those entitled to 
possession can enjoy it. The power of a Deputy Commissioner should, 
however, be so limited as not to affect the claims of persons other than 
the parties before him who may have obtained j^o^session. Sections 
6 and 7 have been amended accordingly. 

Section 9 has also been amended to provide for a case which 
has not been infrequent in practice. A mortgagee put to his election 
asks for a fresh mortgage which the mortgagor refuses to execute. 
Matters are then at a deadlock. The mortgagor, it is true, if he re¬ 
fuses the help offered, might be left to his fate and the mortgage 
might be foreclosed against him precisely as if section 9 (2) did not 
exist. But the refusal is generally due to ignorance and suspicion, 
and to leave him to his fate would be entirely to the advantage of the 
mortgagee. It is an object of the legislation to protect the ignorant 
mortgagor and to protect his heirs, and to prevent the land going from 
the family. Power has therefore been given to the Deputy Commis¬ 
sioner to execute the mortgage on his behalf. The case only arises 
where there is a condition intended to operate by way of conditional 
sale in a mortgage made before the commencement of the Act, but 
these will continue to be dealt with for a good many years to come, 
and the amendment is therefore considered advisable. 

A new section has been added after section 21. It follows section 
27 of the Punjab Pre-emption Act and enables a Deputy Commis¬ 
sioner tcfc take action in respect of a decree or order of a Civil Court 
which appears to him to be contrary to the provisions of the Punjab 
Alienation of Land Act. It will enable a check to be placed on 
attempts, collusive or otherwise, to evade the Act, and provides a 
remedy against mistakes of subordinate Courts. 



{^Extracts from the proceedings of the Punjab Council dated the 
25th October, 1006i\ 

Punjab Alienation of Land Act Amendment Bill, 1906. 

The Hon'ble Mr. Gordon said :— 

The Punjab Land Alienation Act which has now been in force 
since 1900 was the outcome of long j'ears of discussion. Although 
it had come to be clearly recognised that something must be done to 
arrest the process of transfer of land from the agricultural population, 
there was still pleuty of room for difference of opinion as to the way 
in which this object was to be attained. Even the keenest supporters 
of the present Act, and those who were responsible for it, might well 
be inclined to entertain doubts as to the precise effects of what was 
fully recognised to bo a legislative exj>oriment of a rather revolu¬ 
tionary character. There was nothing which could give any certain 
indication of what those effects wore likely to be. 

Looking back on six years of practical working of the Act, I 
think we may safely say that it has been a success beyond the expecta¬ 
tions of its most ardent supporters. That is a subject, however, on 
which it is unnecessary for me now to enlarge. The point on which 
perhaps the most serious apprehension was felt was that the Act, 
instead of conferring a benefit on the class for whose protection it 
was meant, would cause serious inconvenience to them by the con¬ 
traction of credit. It was feared that the money-lending class would 
not continue, under the altered conditions, to make the necessary 
advances to the zamindars, and that the latter would not be able to 
get along without the assistance of this nature on which they had 
so long depended. We now know that this apprehension has not 
been justified in practical experience. Unlimited credit has undoubt¬ 
edly been contracted, the village money-lender is not perhaps now 
so keen on pressing a loan on the reluctant zamindar, and the latter 
may find it more difficult to obtain the necessary funds for reckless 
expenditure. But there is nothing whatever to show that, as a result 
of the Act, the zamindar has been hampered in his business and in his 
daily life by the difficulty of getting ready money when he requires 
it. Looking at the working of the Act in this direction, it may be 
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said that it has had a tendency to enforce thrift without causing any 
' general inconvenience. 

It was inevitable, considering that the present Act was in the 
nature of an experiment, that some defects would come to light in 
its working. That so very few defects have been discovered appears 
to me to demonstrate the wisdom and foresight of those who were 
responsible for framing the measure. The objects of the Bill which 
I will presently ask leave to introduce are to effect one alteration 
which may perhaps be regarded as radical, and to remove certain 
defects in detail which have made themselves apparent. 

One very striking feature of the Act is that, while the non- 
agricultural classes are excluded generally from the power of acqui¬ 
ring land belonging to the agricultural class, this exclusion was 
relaxed in the case of a small portion of the former. The relaxation 
was undoubtedly due to the apprehension I have already alluded to. 
The genesis of the statutory agi teuUuruts may be said to have been 
the result of the fear that undue economic inconvenience might result 
from the exclusion uno ictu of the entire money-lending class. 

Except to the initiated the term agriculturist would certainly 
convey an erroneous impression of what it was intended to cover. 
The word had come to be used in connection with the revenue statis¬ 
tics of the Province to denote a person whose hereditary occupation 
was not agriculture, but who had acipiired property in agricultural 
land. We had come to make a distinction for statistical purposes 
between those who had recently become land-owners and those who 
had been land-owners for some time. The latter were known as 
old agriculturists, and it was this class in whose favour it was decided 
to relax the exclusion from the power of acijuisition. It was neces¬ 
sary to draw some artificial lino of distinction between the two classes 
of non-agricultural land-owners which we were creating, i.e., those 
on whom it was considered desirable to confer the power of acquisi¬ 
tion because of the fact of their having held land for a long time, 
and those who had acquired land more recently and were therefore 
held not to be entitled to the privilege. This was effected by defining 
in the Act an agriculturist to mean any person who in his own name 
or in that of his ancestor in the male line was recorded as an owner 
or as an occupancy tenant at the first Regular Settlement his 
district. But the framers of the Act did not go so far as to extend 
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the advantages which the privileged jiosition involved to all who 
came within the definition, and section 3 {1) {Ij) permits permanent 
alienation of Iand_by a member of an agricultural tribe only ^o a person 
who ‘holds land as an agriculturist in the village * where the land 
alienated is situated.' Tims the privileged agriculturist owed his 
position to two circumstance^which might be purely accidental, the 
point of departure in rcsjiect of the onginal act[uisition being taken 
to be the first Regular Settlement, ivhile the second accident was 
that of the acquisition having been inaile in the particular village. 

It was not to bo expected that a distinction of such a highly 
artificial nature would be at once understood oven by those directly 
affected. The ordinary zamindar at once grasped the fact tJiiit he could 
not in future make a permanent alien.ition of his land except to one 
of his own class; but the privileged agriculturist was beyond not 
only his comprehension, but also as a rule that of the agrieulturist him¬ 
self, and, it may be added, of the ordinary run of subordmato officials 
who had to deal with the details of the working of the Act. Owing 
to this and other reasons, it has come about that comparatively little 
use has been made of the permission to make permanent alienations to 
statutory agriculturists, while we have the broad fact that, notwith¬ 
standing this result, the Act has hitherto worked with all the success 
that could be desired, and without any of the anticijiated economic 
difficulties in view of which the statutory agriculturist was created. 

It has thus been proved in practice that the statutory agricul¬ 
turist is not a necessity for the working of the Act. It has also been 
proved that the maintenance of this artificial class is highly incon¬ 
venient. The arbitrary lino drawn by the Act as to the time before 
which the qualifying acquisition must have been made works most 
irregularly. First regular settlements wore effected in the Punj£(,b 
between the years 1837 and 1870, or even later. Each claim to be 
an agriculturist requires special inquiry, and there are many troubles 
and uncertainties involved in the determination of question. 
Moreover, further permanent alienations by an agriculturist alienee 
are subject to special restrictions, and this involves ear-marking the 
areas concerned, while there are other numerous complications which 
need not be detailed. These reasons fully justify the conclusion 
that ‘ the confusion and trouble caused by. the introduction into the, 
Act of the statutory agriculturist are such as would only be justified 
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by a very much stronger demonstration of the necessity and utility of 
the«provisions (to tliis effect) than has so far boon brought to notice.’ 

There is the further consideration of the mischievous effects 

t 

which are likely to ensue unless the statutory ayriculturist is eliminated. 
The agriculturist of the Act belongs in the great majority of cases to 
the money-lending class from whose encrdachracnts we specially desire 
to protect the Punjahi peasant, and there are indieations which clearly 
point to the necessity of protecting the latter against the statutory 
agriculturist. There ajjpears to be every probability that, unless wo 
interfere, considerable quantities of land would before long pass from 
the agricultural to the privileged portion of the money-lending class. 
There is the further real danger of the privileged agriculturist taking 
over the debts and mortgages of other money-lenders who have not 
the favoured status and then proceeding to acquire the lands of the 
indebted peasants. 

I should add that when the Punjab Act was extended to the 
North West Frontier Province in 1904 the provisions relating to the 
statutory agriculturist were cut out. Again, in the Bundelkhand Act, 
(1903) there is nothing to correspond to the agriculturist of our Act, 
while in framing the Punjab Pre-emption Act, 1905, we studiously 
avoided the insertion of any provisions based on the presumption 
that the statutory agriculturist was a permanent feature in our 
legislation. 

For the reasons which I have detailed, not, I hope, at too great 
length in view of the importance of the matter, the general conclusion 
has been accepted ‘that the introduction of the agriculturist into the 
legislation of 1900 was unfortunate, and that the artificial provisions 
then inserted may now be abrogated as being unnecessary, inconvenient 
and mischievous.’ The main object of the present Bill is to give 
effect to that conclusion. 

The opportunity has at the same time been taken to provide for 
certain minof alterations in the Act which the experience of the last 
six years has shown to be required. These alterations fall under 
six heads, concerning— 

(♦) the effect of the Act on occupancy rights ; 

(«») the treatment of gifts for religious or charitable purposes; 

* (m) the authority required for notifying agricultural tribes. 
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{iv) the enforcement of the provisions of the Act regarding tem¬ 
porary alienations; , 

(ti) the completion of the existing provisions regarding the con¬ 
version of conditional sales into temporary alienations. 

(v») the relation of the civil courts towards the executive in the 
administration of the Act. « 

I will now deal with each of these heads in the older given. 

(i) First as regards the question of occupancy rights. It was the 
intention of the framers of the Act that the provisions of the Act 
should not aptily to occupancy rights, probably because it was thought 
that the Punjab Tenancy Act did all that was required in the direction 
of restricting the alienation of such rights. In 1901<, however, the 
Chief Court ruled that the definition of land in the Act did include 
such rights, and that decision has been since acted on. It has now 
been decided to remove all further room for doubt and to confirm 
the present practice by expressly including occupancy rights in the 
definition of land which the Act contains. 

An obvious device for evading the provisions of the Act was for 
a member of the agricultural class to confer rights of occupancy on a 
person in whose favour he could not effect an alienation of proprietary 
rights. It has, therefore, been thought advisable to include the grant 
of occupancy rights in the definition of permanent alienation given 
in section 2 (4) of the Act, so that under section 3 such grants may, 
if necessary, be prevented where the alienee is not a member of an 
agricultural tribe. I should explain, however, that there is no in¬ 
tention to prevent the Deputy Commissioner sanctioning such aliena¬ 
tions where the object is to promote agricultural development by 
giving favourable terms to new settlers and the like. 

Another point in connection with occupancy rights is that under 
sections 53 and 54 of the Punjab Tenancy Act a landlord can claim 
pre-emption in the case of a sale of, or foreclosure of a mortgage on, 
a right of occupancy. These sections afford a possible means of 
evading the provisions of the Land Alienation Act; and, while it is not 
intended to place restrictions on the bond fide exercise of the right of 
pre-emption by landlords who do not belong to the agricultural class, 
it is considered advisable that such transfers should be subjected t^ 
the review of the Deputy Commissioner. While, therefore, on the 
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oiig hanclj such transfers are made subject to the provisions of the Act, 
it is at 'tho same lime proviJed that the Deputy Commissioner shall 
sanction transfers of this nature made loud fide by a tenant to his 
landlord [clauses 3 and 4 (S) of the Bill]. 

(ii) Gifts for religions or charitable purposes .—Gifts of this 
nature are e»prcss]y excluded from the definition of 'permanent aliena¬ 
tion’ in the Act as it now stands, and here again there is an opening for 
evading the restrictions imposed by the Act. In the Bill this matter 
is dealt with on similar linos to those applied to the purchase by a 
landlord of occupancy rights, i.e., the sanction of the Deputy Com¬ 
missioner will be necessary, Lnt it is provided that sanction must be 
given to all bondfule gifts of this character. 

(i»») The permission of the Government of India has been 
obtained to a change in respect of the authority for notifying agricul¬ 
tural tribes. Section 4 of the Act reijuires the sanction of the 
Governor-General in Council before a tribe can be notified as an 
agricultural tribe. The work of notif^'ing tribes has been practically 
completed, and the general principle^ n hich they are selected for 
notification have been determined, so that there is no further object 
in recpiiring previous sanction. Clause 5 of the Bill provides for the 
deletion of the words which make such sanction necessary. 

(tr) The fourth point to bo noticed is one of some considerable 
importance in the practical working of tho Act. One of the main 
features of the Act was the limitation of the period of years for 
which land could be temiioranly alienated by members of agricultural 
tribes to outsiders, and power was given to the Deputy Commissioner 
to oust a mortgagee or lessee who remainerl in possession after the 
expiry of the prescribed period. But two defects or omissions have 
come to light of which I will notice the moie important first. Where 
a mortgagee under cither of the first two forms of mortgage permit¬ 
ted by section 6 is in possession of the land, section 7 (5) permits 
the mortgagor to redeem the land on payment of the mortgage debt 
or the proportionate amount of it which the Deputy Commissioner 
determines to be due. But if the mortgagee declined to receive the 
amount due when tendered by the mortgagor or to give up posses¬ 
sion, the moitgagor wovdd have to face the troubles and expense 
involved in civil litigation. It is a very common cause of complaint 
that a mortgagor may be quite ready and willing to make the pay- 
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ment necessary for redemption, or may even have made it, but finds 
himself prevented from getting back his land owing to the p^sive 
resistance of the mortgagee. It is now proposed (clause 7) to give the 
Dejiuty Commissioner power to eject the mortgagee where either 
(1) it is proved to his satisfaction that the nmrtgagor has paid the 
mortgage debt or such proportion of it as the Deputy Commissioner 
finds to be equitably due, or (2) the mortgagor tenders the amount due. 

The other defect is of leas importance. Where a mortgage is 
without possession and the mortgagor fails to fulfil the terms of the 
mortgage, the mortgagee may apply to the Deputy Commissioner 
to be put in possession, and the Deputy Commissioner may thereon 
determine that the mortgagee should be put in possession for a period. 
But the Deputy Commissioner was not at the same time given the 
power of enforcing his decision by putting the mortgagee in posses¬ 
sion. Clause 6 has been framed to remedy this omission. 

(v) The fifth of these minor points in respect of which it is 
projxjsed to remedy the defects brought to light in the working of the 
Act concerns the matter of mortgages with condition of sale. The 
Act declares null and void a condition of sale in a mortgage mailo 
after the commencement of the Act. In the case of a mortgage 
with condition of sale executed before the commencement of the 
Act the Deputy Commissioner is empowered to put the mortgagee to 
his election whether he will agree to the condition of sale being struck 
out, or will accept a fresh mortgage in one of the authorized forms. It 
has been found in a good many cases that where the mortgagee accepts 
the latter alternative further progress is stayed owing to the refusal 
or neglect of the mortgagor to execute a fresh deed. The refusal 
might be due to one of several causes ; and in particular it would 
obviously be to the advantage of the mortgagee that the mortgagor 
should refuse, if the result was to leave the condition of sale effective. 
It has been considered advisable, in the interests of the mortgagor, 
to insure that he should not suffer the consequences of his refusal or 
inaction, and it is accordingly provided in clause 8 that, in such 
circumstances, the Deputy Commissioner should have the power to 
execute the deed on behalf of the mortgagor. 

(»*) The last point to be noticed concerns j;he action of the civil 
courts in relation to the working of the Act. It has been found that 
in a large number of cases subordinate civil courts have passed decrees 
31 
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(usually Moth the consent of the pai’ties) involving transfers of land 
* in contravention of the provisions of the Act. This is a very 
insidious form of evasion, because the civil appellate court is seldom 
moved to interfere, and there is no other means of putting the matter 
right. Either such eases may escape the notice of the Deputy Com¬ 
missioner, or if they do come to his notice, he finds himself helpless 
to intervene. It is now proposed to provide means by which (1) the 
Deputy Commissioner shall be kept informed by the civil courts of all 
decrees which they pass involving transfers of land from members of 
agricultural tribes to money-lenders, and (2) he shall be in a position, 
apart from the wishes of cither party, to move the superior civil courts 
to interfere. Clause 9 of the Bill has been framed with this object. 
It follows the analogy of section 27 of the Punjab Pre-emption Act, 
and provides a procedure by which the Deputy Commissioner will be 
able to bring before the superior civil courts, with a view to revision, 
any decree of a civil court which appears to him to be contrary to the 
provisions of the Act. 



CHAPTER V. 

Provision of Borrowing Pacirities. 

\_I)e8patch from the Govervor-Gctieral of India in Council lo the Secre¬ 
tary of Stale for India. — No. 7 (licrenue), dated 31st May, ^<954.] 
Aqiiicultue.al Banks. 

* * * ■\Y (5 have the honour to submit, for your Lordshiji’s 

consideration, a copy of correspondence which has passed between 
us and the Government of Bombay on the subject of establishing an 
agricultural bank in the Deccan. 

2. The utility of similar institutions in Europe, America and 
Australia is well known to your Lordship, and we understand that in 
the British Colonies especially the progress of agriculture and the various 
enterprises connected therewith have been much advanced by the 
monetary assistance thus afforded to the cultivating and land-owning 
classes. There are indications that India, no less than the countries 
to which we have referred, suffers from want of loanable capital. 
The rate of interest is extremely high even where the security is of 
the best description, and the agriculturist when in need of money 
for the most prudent purposes, has to pay so dearly for a loan that 
it absorbs the profits of his business. The Deccan Ryots Relief 
Act, the Jhansi Encumbered Estates Act, and other similar measures 
of an exceptional character have tended to relieve the peasantry in 
some localities of a hopeless load of debt; but they have not enabled 
the thrifty and industrious cultivator to obtain money for agricul¬ 
tural purposes on easier terms or more equitable conditions. We 
have endeavoured to meet this need in respect of loans for land 
improvement by advances of public money under the Land Improve¬ 
ment Act; but this is not sufficient. The cultivator requires money 
from time to time for other purposes, and it has been found that if 
he can only borrow for one particular object from the Government, 
he prefers to deal entirely with the money-lender who will lend for 
all purposes. What is wanted, therefore, is a private bank which 
will in a measure take the place of the village usurer, but which will 
at the same time be bound by the articles" of its constitution to 
restrict its dealings to the more solvent cultivators and to supply 
capital at comparatively easy rates and on equitable conditions. 
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3. Wc consider that banks of this kiud if tbcy could be successfully 
•started, mif^lit be of considerable benefit to the country. There are, 

however, special diffieuties to be encountered in India, which are not 
met with e'lsewhere in the way of their establishment. Improvi¬ 
dence of cultivators and uncertainty of seasons are elements which 
arc liable to interfere with a bank's success; and though these 
difliculties might be met by prudent management, yet the bank could 
not hope to succeed unless it could start in a field where the agricul¬ 
tural classes were unencumbered with debt, or were enabled to 
liquidate their existing debts on reasonable terms. 

4. When, therefore, we considered the subject in 1882 in connec¬ 
tion with the Land Improvement Bill, we came to the conclusion 
that more assistance must be given by the State to an agricultural 
bank in India on its inception than is necessary in other countries. 
More especially is this the case in a part of the country like the 
Deccan, where the need for a such a bank on the one hand is 
greatest, and the difficulties arising from the indebtedness of the 
population and from the prceai iousness of the seasons are, on the 
other hand, most serious. If the experiment succeeded, similar banks 
might probably be started with less aid or without any aid from the 
State, and the benefits likely to arise from such institutions seemed 
to us so great that we were prepared to give cordial support to a 
poiuecr bank. We saw that it would be necessary to clear the way 
for the bank by liquidating the debts of the agriculturists within 
the selected area, on the understanding that our advances would be 
taken over by the bank when it started business. We also saw that 
confidence must bo given to the promoters of the bank by allowing 
it, for a time at least, to recover its loans through the revenue courts, 
by assigning in some cases priority to its loans, and by remitting 
stamp duty and other dues for a certain period in its favour. In 
return for this assistance we considered that the bank should limit its 
rate of, interest to 12 per cent, and that its management should 
conform to regulations framed by us somewhat on the model of 
those prescribed for the Credit Foncier in Egypt, with which our 
colleague, Majob (now Sia E.) Baring, was well acquainted. On 
these lines wc sketched out a scheme which we thought well worthy 
of an experimental trial, although we were not prepared to go beyond 
a limited experiment which might enable us to deteimine by the 
trial of practical experience the conditions under which banks of 
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this kind are likely to bo successful; the real value of the objections 
which are sometimes urjjed against them, and the best mode of 
meeting any difficulties to which their working ma^ be exposed in 
I ndia. 

5. Hearing from Bombay that a nnmber of native bankers in 
Poona and Bombay were willing to give the scheme a favourable 
reception, we communicated our proposals to the Government of Bombay 
for consideration and opinion. That Government stated in reply that 
the Scheme was not impracticable, and that it was willing to try it 
on a small scale, if the details could be successfully arranged. Two 
syndicates of bankers had been formed, one in Bombay and the 
other at Poona, which were each prepared to try the experiment if 
the Government would accede to their conditions. The Govern¬ 
ment of Bombay recommended us to accept the offer of the Poona 
Committee, as their demands were more in accord with our original 
proposals than those of the Bombay Committee. The Bombay Com¬ 
mittee, among other things, asked for a monopoly of the agricultural 
banking business throughout the Presidency, and for a Govern¬ 
ment guarantee to its debentures. A further proposal h.as been made 
by Mr. Javeri Lal Yajnik. to start a similar bank in Guzerat; 
but his scheme has not yet been considered by the Bombay Govern¬ 
ment, and we only mention it here in order to show that the experi¬ 
ment has excited considerable interest. 

6, The Government of Bombay suggested that the experiment 
might bo confined to the Purandhar taluqa in the Poona district, and 
reported that a sum of 6^ lakhs would probably be required for the 
preliminary liquidation of the debts of the cultivators. Voluntary 
liquidation of the nature suggested by us was considered essential 
to the scheme, and the Bombay Government agreed with us that 
legal provision would be requisite in order to place the Government 
advances in the position of first charges. At the close of the letter 
the very important question was raised whether the whole of the 
bank’s dues should be regularly recovered by the revenue courts or 
whether resort to this agency should be strictly confined to cases 
of default. As it was eminently desirable that there should be 
no misunderstanding on this important point, we explained our 
views to the Government of Bombay in our tetter. No. 572, of 28rd 
May, 1883. We stated that the aid of the revenue court could not* 
be given to the bank except on proof that it had attempted to 
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collect, the debt; and that in order to secure due exertion on the part 
oi' the b|ink, it might be desirable to require it to pay fees on all 
processes issued on its application through the revenue courts. In 
reply to our letter, the Government of Bombay expressed its entire 
concurrence with this view, and informed us that the Poona Com¬ 
mittee also accepted it, tliough deprecating any charge on the issue of 
processes. In regard to this point we may here state that we adhere 
to our opinion that such fees should be charged. 

7. The other questions and demands of the Poona Committee have 
been carefully considered by us, and, with the consent of the Govern¬ 
ment of Bombay, wo have again consulted Sir Wili.iam Wedderburn 
personally, who is acquainted with the views of the Poona Committee, 
on all the details of the scheme. We propose now, with your Lord¬ 
ship’s concurrence, to sanction the experimental establishment of the 
bank in the Pui'andhar talurpi, and to find the funds required for the 
preliminary liquidation. As all that we at present propose is the 
trial of an exjieriment, we wish to meet the views of the promoters 
as far as we can, so that the trial may be as fair as possible. At the 
same time we keep ourselves free to watch its results, and commit 
ourselves in no way to future action either with regard to the bank 
which it is now proposed to open, or to any other institution of the 
same kind. We consider that the requisite legislation should be 
undertaken by the Government of Bombay (though this may require 
a confirming Act to be passed by the Viceroy’s Legislative Council), 
and we propose to leave the supervision of the bank in the hands of 
that Government. 

8. The most important question with regard to the aid proposed to 
be given to the bank is undoubtedly the recovery of the bank’s debts 
through the revenue courts. The objection has been raised that it is 
undesirable in principle to give extraordinary remedies for the re¬ 
covery of ordinary debts, and that if the aid of the revenue courts 
were ofteft invoked, they might incur the disfavour which naturally 
attaches to the office of debt collector. We are not insensible to the 
fome of these objections : indeed, we should consider (as would also 
the promotel's themselves) the whole scheme to be a failure if frequent 
recourse were to be had to this extraordinary method of procedure; 

^but the promoters of the’scheme say they look to the recovery of 
their instalments regularly as they fall due from the crop, and urge 
that the existence of this power will give them valuable facilities 
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for so recovering their debts instead of allowing them to accumulate 
till recovery is only possible by sale of the land itself. The, expense 
and dilatoriness of the Civil Court procedure tend ijecessarily, they 
urge, to the latter mode of recovery. As they attach very great 
importance to this part of the scheme, wo think that the concession 
should be granted in a restricted form. We therefore propose to 
confine the privilege to the case of debtors whose affairs are liquidated 
by the Government in co-operation with the bank, and to restrict it 
to a period not exceeding 10 years. This would apparently be 
accepted by the promoters of the bank, and it is justified by the 
consideration that the bank takes the place of Government in regard 
to the liquidated debts of the ryots. Within this period we would 
allow the bank to recover through the revenue authorities from the 
debtor and his successors in interest, not only the original advance, 
but also subsequent loans made to him for whatever purpose by the 
bank. We would require the bank to furnish proof that it had 
attempted to recover the debt through its own agents, and we would 
prescribe light fees on all processes. We would further suspend the 
the execution of such processes in any season in which the Govern¬ 
ment may have thought it right to suspend the land revenue payable 
on the debtor's land. In respect of other debtors, whose affairs had 
not been liquidated, the bank's remedies would be restricted to the 
ordinary provisions of the Civil Code. We are also willing to exempt 
the bank from stamp duty on bonds and documents connected with 
advances to all classes of debtors, and from Court fees on the insti¬ 
tution of civil suits, for a period not exceeding 10 years, to be fixed 
by the Government of Bombay. We would also for a similar period 
exempt the bank from registration fees. ,, 

9. As to the priority to be given to the bank in respect of its claims, 
we originally were of opinion that it would be sufficient if the bank 
were placed in the position of first mortgagee in respect of the 
liquidated debts which it took over from Government, and also in 
respect of any loans which were received for, and bondJide applied to, 
land improvement. The Poona Committee, however, have objected 
to this limitation, and urge the impossibility of the bank distinguish¬ 
ing in regard to the purposes to which its loans may be applied; and 
after fully considering the point, we are nOw prepared to assent to a 
provision that, where the bank has under the liquidation proceedings* 
acquired the position of the first mortgagee, it should be given, in 



248 


PROVISION OP BORROWING FACILITIES, 


respect of further limited advances made to these clients^ the same 
priority ,as an ordinary first mortgagee can acquire by stipulation in 
accordance wy;h Section 79 of the Transfer of Proi^erty Act. 
Provision would also have to be made for limiting the maximum 
amount of further advances (which we agree with the Poona 
Committee should in no case exceed 75 per cent, of the security), 
and for declaring what should constitute notice to subsequent 
mortgagees. 

10. A third concession of some importance asked for by the Poona 
Committee is that, the Government shall engage not to revise during 
the next 30 years tlie land assessment of such villages of the taluqa 
as are still under the original settlement. We agree with the 
Government of Bombay that no promise to this effect can be given, 
since such revision operations as are now going on must certainly be 
completed. It has since been suggested that, should the bank consider 
this absolutely necessary in order to give security to their operations, 
it might be possible to postpone for a fixed period the collection of 
such of the revised assessments as have not been actually introduced 
when the liquidation scheme is complete; but we abstain from 
expressing an opinion on this suggestion, which has not yet been 
considered by the Government of Bombay; we apprehend, however, 
that the recently declared policy of the Government of Bombay, in 
respect to future revisions of assessment, has now lessened the import¬ 
ance of the question, as it jjractically gives that security to landed 
property throughout the Presidency which the Committee have asked 
for in respect of the area selected for the operations of the bank. 

11. Wc need not trouble your Lordship with the minor details of 
the scheme, which remain very much as they were stated in our letter 
of 5th December 1882. to the Government of Bombay. The liquida¬ 
tion would be entirely voluntary, and, as suggested by the Poona 
Committee, might be confined to occupants of land whose assets are 
at least ddlible the gross amount of the awarded debt. The rate of 
interest on advances made by the liquidators might be fixed at 9 per 
cent, with a sinking fund of from 1 to 3 per cent., and it is proposed 
that the bank should take over the entire amount of the sum 
advanced by Government on an agreement to repay it within two 
^years, with interest at 4 per cent. The Bank would be at liberty 
to make loans for any purposes, or to any persons having a transferable 
interest in land within the talnqa, but it would engage to limit the 
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rate of interest on all loans to a maximum of 12 per cent, and to 
conform, in respect to other matters, to the rules prescribed by the • 
Government. • 

12. We have directed the Government of Bombay not to take any 
further action in the matter until we are acquainted with your Lord¬ 
ship’s opinion on these proposals. We do not think that any smaller 
concessions than those mentioned by us will satisfy the promoters of 
the bank, and we are anxious to give effect to a scheme which we 
believe to be advocated on purely disinterested grounds, which can, 
under the experimental conditions proposed, be carefully watched, 
and which is likely, if successful, to be productive of much benefit 
to the country. We view it as an experiment, and we think that, 
even if the results should not equal the expectations of its advocates, 
they will at least throw considerable light on the causes and extent 
of the Deccan ryot’s indebtedness, and enable us to determine 
whether his condition is susceptible of improvement by any action 
which can be taken by the Administration. 

[^Despatch from the Secretary of State for India to the Governor 
General of India in Council, No. 95 (fierenue), dated 
23rd October, 1884,'\ 

I have considered, with the attention which their importance 
demands, the papers which accompanied the letter of your Excellency’s 
Government in the Revenue Department, No. 7, dated 31st May last, 
regarding the establishment, as an experimental measure, of an 
agricultural bank in the Poona district. 

2. The relief of the peasantry of the Deccan, and indeed of other 
parts of India, from their indebtedness, is so desirable and so 
important an object that 1 should be disposed to entertain 
favourably any measures for that purpose placed before me by your 
Excellency. I have, therefore, given the most careful examination 
to the principles of the project now submitted to me, and to its 
details, so far as they can be gathered from the correspondence. 
Some objections to the proposed measures have, however, suggested 
themselves to me, and they appeared to me to have such force that 
lam constrained to request your reconsideration of the question. 

S. The first observation which occurs to me is that the scheme is 
scarcely what it purports to be. . It is professedly d private enters * 
iprUMi'aiiid it is distinctly stated that from private enterprise 

82 
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alone ia real progress to Ise looked for in providing the agricul- 
• tural classes with capital ujion reasonable terms. Yet it is 
impossible to avoid the conclusion that the proposed bank will 
virtually be a Government institution. Government will provide, 
in the first instance at least, a large part of the capital (for it 
is apparent that much of the working capital will be obtained from 
the sum advanced by Government for the liquidation of the existing 
debts of the ryots); Government will, at any rate, in the last 
resort, undertake the collection of debts due to the bank ; and the 
bank is to receive special privileges, and be placed by law in a 
position which, in my opinion, could be justified only on the 
assumption that it is to work on behalf of Government for political 
or social objects rather than to be conducted on ordinary business 
principles. 

4. The scheme, as laid before me, consists of two parts, the 
liquidation of the existing debte of the ryots, and the substitution 
of the banks for the & 0 'wkar& in future loan transactions of the 
agricultural classes. 

5. As regards the first, I find it difficult, owing to the deficiency 
of detailed estimates, to judge of the financial soundness of 
the scheme. I observe, however, that it is conjectured that 
about half the ryots of Purandhar are in debt, yet not so 
completely insolvent as to make any attempt to relieve them 
hopeless ; and that the debts of this moiety might bo liquidated for 
about 6i lakhs of rupees. I find, too, that the total revenue of the 
fully-assessed lands of Purandhar is about 86,000 rupees; but, in 
as much as the solvent ryots are those with the larger and more 
valuable holdings, it may be assumetl that the assessment on the 
lands of that portion of the landholders with whom the scheme 
proposes to deal will reach 50,000 rupees. The total value of the 
net produce of these lands Would, on the “half assets” principle, 
be about one lakh of rupees ; in other words. It would not be safe to 
assume that in a series of years these ryots could pay in liquidation 
of debt more than an annual sum equal to their assessment. But 
it must be borne in mind that the interest on the liquidation 
advances, independently of the sinking fund at 3 per cent., would 
amount, at 9 per cent." on 6i lakhs, to 58,300 rupees per annum, a 

‘ sum which, from the figures given above the ryot could not 
possibly pay. Even supposing that the interest were fixed at only 
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6 per cent., instead o£ 9 per cent., so as to admit of the loan 
of 6i lakhs being paid off in about 21 years, no margin woyld be 
left for the ryots on which to borrow from the bank jluring that 
period. And if they can do altogether without borrowing for 20 
years, there is obviously no reason for the existence of the bank. 
It would indeed be simpler, and not more anomalous or hazardous, 
that Government should advance direct to the lyots the funds 
needed to relieve them of their present embarrassments. 

6. The scheme further proposes that Government sliall lend the 
bank the sum necessary for the liquidation at 4 per cent., the bank 
charging the ryot 9 per cent. As it is, in effect, contemplated that 
Government shall both provide and recover these advances, it is not 
clear why the bank should have a profit of 5 i^cr cent, on the tran¬ 
saction, and why the ryot should not have the benefit of the lower 
rate of interest. 

7. But there appears to be a still graver objection to the proposed 
operations. The paid-up capital of the bank is to be, it would seem, 
two lakhs of rupees, of which one lakh is to be invested in Government 
securities as a reserve fund, and one lakh only to be employed in the 
business of the bank. But within two years the bank is to repay, 
with 4 per cent, interest the loan of 64 lakhs advanced to it by Govern¬ 
ment for purposes for liquidation, while the lyots will refund that 
advance only by instalments spread over a long series of years. There 
is nothing to show the source from which the bank is to obtain the 
necessary 64 lakhs. It is apparently intended that it should be by 
means of debentures, that is to say, by borrowed cajiital. I do not 
find it explained what security can be offered to debenture-holders, 
and it is difficult to understand how the bank could be regarded as 
solvent even at the outset. 

8. Assuming, however, that these very grave preliminary 
difficulties can be overcome, that the existing debts of the agriculturists 
have been entirely cleared off, and that they are in a position fo deal 
freely with the bank, I am not satisfied that the business which it 
could transact would be of such a kind as to meet all the ordinary 
requirements of the ryots. In the first place, I am informed that the 
existing sowkarg are not merely money-lenders, but that they purchase 
produce, and supply the ryots with a market! I do not understand 
whether the bank is to undertake this function; and whether it is 
to become the great dealer in produce for the tract over whiolt 
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its operations are to extend. If so, the business of the bank will 
apparently be of a much more s^ieculative and hazardous chai'acter than 
is contemplated by the Government of your Excellency or by the 
Bombay Government. If not, it is not obvious where the ryots will 
find their market. Again, itai)pears to be anticipated by the promoters 
that the bank will make advances in comparatively largo sums 
at a time, and for special objects, such as agricultural improvements 
or domestic ceremonies, which are not of constant recurrence. 
But loans of this character, I learn from good authority, do not 
form the mass of the transactions of the Deccan ryot with his 
village banker. He wants, and at present has a running account, 
on which he draws from time to time for small sums of money, or 
for the petty articles of his simple needs, and at harvest-time he clears, 
or tries to clear, by the produce of his fields, the debts thus incurred. 
It does not seem to me possible that the bank should undertake 
this petty but neccssaiy kind of business, and, if it dees not, the 
peasant will, in all probability, still deal with the village suwkar, but 
with this consecpionce, that, as the bank’s claims will take precedence 
over other claims, the sowkar will have to protect himself by still 
higher intere.st and more oppressive dealings. 

y. I observe that the example of land banks in Fi-ance, the colonies, 
and other countries has been cited to prove the advantage and the 
practicability of the proposed scheme. I must, however, remark 
that the success of banks dealing with farmers and planters, who 
cultivate for a profit upon invested capital, affords no sure indication 
of the probable results of a similar institution dealing with ryots 
cultivating for subsistence, while there is great doubt whether the Credit 
Foncier of Egypt, which is said to be in many respects an establish¬ 
ment analogous to that which is proposed for the Deccan, has proved, 
on the whole, beneficial to the fellahs of Egypt. 

10. As regards the condition that debts to the bank shall be 
recovered by the agency of the revenue courts, I attach great weight to 
the criticisms of the Bombay Settlement Commissioner, to the effect 
that, should this be done. Government will incur all the unpopularity 
and odium of collecting debts which, though private obligations, 
are treated as iiublic demands. It would be out of the question that 
the revenue officers should undertake this function without satisfying 
themselves of the justice of the bank’s demand, and that they 
should put in force the summary process of the revenue la# upon 
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an ex-parfe statement; and if they are to inquire, however summarily, 
into the justice of the bank’s demands, they will in reality assume 
the functions of a civil court. NOr are my objecj;ions removed by 
the proposals contained in the Bombay letter of 26th July 1883, 
which purport to provide that the assistance of the rev»nue court 
will be given to the bank only in the last resort. It is evident that 
the bank will practically have no other agency for the realisation of 
its demands. 

11. It is doubtless a serious misfortune that the landholders in 
India, even when comparatively probjieroiib, and able to give good 
security, are usually unable to obtain the temjwrary accommodation they 
require, except at a ruinous rate of interest. I fully recognise that it 
would be the greatest possible benefit to the agricultural community 
if the place of the present race of needy and extortionate money¬ 
lenders were supplied by banks, or other institutions, possessing 
sufficient capital, and honestly managed. But I need scarcely remind 
your Excellency that no amount of support or encoui-agemeqt from 
Government can render banking operations successful, whether in 
India or elsewhere, if they are begun on an unsound basis, and are not 
conducted on true commercial principles. 

12. It appears to me doubtful whether any ingenuity can provide 
an effectual substitute for the operation of the ordinary laws of 
trading between the ryots and those, whether sowkars or banks, from 
whom they obtain advances; and whether, without the 6timulu$ of 
risk of loss as a result of neglect and want of proper precaution on 
its part, any bank could carry on its business with success. Thtra. 
is a strong presumption that Government cannot directly do muck 
more for the relief of the agricultural debtor than take care thit 
in disputes between him and his creditors the law shall provide," 
and the courts shall administer, speedy, cheap, and equal justice, and.< 
that the ryot shall be as little liable as is possible, from bis ignorance, 
his poverty, or his position, to be defrauded or oppressedi* 

18. In the four districts in which it is in force, the Ileeeail^ 
Agriculturists’ Relief Act has, I am glad to believe, done somethii^ 
in this direction, and it deserves the careful consideration o^yo^ 
Excellency whether its provisions, or any of them, may be made 
widely applicable. But, notwithstanding the immense improvement^ 
which has of late years been effected in the efficiency and integrity 
the administration of civil justice generally, much remains to W denit 
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towards making it cheap and speedy. Everything which adds to the 
expose, delay, and difficulty of recovering just debts increases the 
price at which the money-lender gives his help to the landowner. 

14. It is possible that the adoption of an improved system of regis¬ 
tration of titles to land might tend to give such further security and 
greater facility to the business of agricultural banking as would render 
it practicable for private capitalists to embark therein with a fair 
prospect of success, on terms which should not be so onerous to the 
cultivating classes as those to which the latter are now compelled to 
submit when borrowing from the village sowkars. It is, I am 
informed, in reliance on an effectual registry of titles that the land 
banks of Europe and the llritish colonies have been carried on, and 
although I am conscious of the very different conditions under which 
an Indian agricultural community exists, yet I recommend this 
suggestion to the consideration of your Excellency’s Government, as 
possibly affording some opening in the desired direction. 

15. With regard to indirect assistance which Government might 
give to agricultural banking enterprise, I desire to make one suggestion 
with reference to the question of the ryots’ market, alluded to in 
paragraph 8 above. I understand that in the Central Provinces, and 
other parts of India, great benefit has followed the establishment of 
public marts or corn exchanges, where the cultivators can sell their 
produce for the best price in open market, aud thus avoid the necessity 
of handing it over to a money-lender on account. That sale in open 
market should be the general practice is, I think, essential to the 
success of an agricultural bank, and the general establishment of 
public marts seems to me an object which your Excellency’s 
Government should encourage, and one on which local bodies may with 
great advantage expend their funds. 

16. While I have been compelled to state my conviction that the 
proposals contained in your letter of the 31st May are not capable 
of practical application, I hope that your Excellency will understand 
that I am prepared to give the most careful attention to any scheme 
for the promotion of the objects you have in view, which yout 
government may suggest after consideration of the objections stated in 
the present despatch. 



\_Extracts from the Famine Commission’s Report, 1901, Part in, 
pp. 97—102.-] 

Section IV— Aghiculturae Banks. 

288. We attach the highest importance to the establishment of 
some organization or method whereby cultivators may obtain, without 
paying usurious rates of interest, and without being given undue 
facilities for incurring debt, the advances necessary for carrying on 
their business. Agriculture, like other industries is supported on 
credit. The sowkar is as essential in the village as Ihe ploughman,” 
said the Secretary of State in reviewing the Report of the Deccan 
Riots Commission and the statement is true in existing circumstances. 
But, owing to causes, which it would be tedious to trace, the sowkar 
or bania has, from being a help to agriculture, become, in some 
places, an incubus upon it. The usurious rates of interest that he 
charges and the unfair advantage that he takes of the cultivators' 
necessities and ignorance have, over largo areas, placed a burden of 
indebtedness on the cultivator which he cannot bear. Passed on from 
father to son, and continually swollen in the process by compound 
interest, this burden of indebtedness has become hereditary and 
retains the cultivating classes in ixiverty, from which there is no 
escape, that we can perceive, except through state assistance or the 
discovery of some other means by which the cultivator may get, on 
easier terms, the accommodation that he needs. But even the fuller 
measure of State aid in the shape of takavi loans, which we shall 
recommend, will go but a small way towards removing the difficulties 
of the whole class. Government cannot possibly finance all the 
cultivators of a district, still less of a province. In the establishment 
of Mutual Credit Associations lies a large hope for the future of 
agriculture in India; and from the enquiries we have made there is 
reason to believe that, if taken up and pressed with patience and 
energy, such associations may be successfully worked. • 

289. This question is, we believe, to come shortly under the 
consideration of the Government of India, but it is necessary that 
we should call attention to its importance here. The subject was 
broached by us in all the provinces that we visited, and was 
eveiywhere regarded with interest. Moreover, as the Governmeyt 
of the North-Western Provinces and Oudh has actually taken steps 
to put the principles of rural co-operative credit into practice, we 
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think it well to offer a few brief remarks on the direction which, in 
our*opinion, a practical scheme of Agricultural Banks should follow. 

290. The underljdng idea in all Mutual Credit Associations, 
such as we recommend, is that a number of persons, by combining 
together, create a new and valuable security, which none of them 
previously possessed as individuals. Co-operation substitutes for 
isolated and helpless agricultural units a strong association competent 
to offer guarantees and capable of inspiring confidence. The 
advantages of lending to groups instead of to individuals need no 
demonstration. It is simpler for a creditor to deal with a group 
of fifty or a hundred associated cultivators than with the same number 
singly jifi is simpler for him to obtain repayment from the group 
than from each of the members composing it j it is simpler for the 
group to make its own arrangements with each number than for 
the lender to try to do so. By the same process of reasoning, it is 
simpler for a Central Agricultural Bank to deal with groups of 
associated cultivators in each village than to make any attempt to 
deal with each cultivator singly. 

291. To obtain the full advantages that co-operation offers, 
any group of cultivators, voluntarily associating together to obtain 
credit on their joint responsibility must agree to abide by certain 
recognised rules. Notwithstanding the difference between Eastern 
and Western conditions, the rules of the Raiffeisen credit associations 
are probably the best that, subject to necessary modifications, any 
similar association in India could adopt. On this point some further 
remarks are required ; but before offering them, we desire to remove 
some misconceptions, which our enquiries have shown to prevail, 
both as to the scope of village banks and as to the fundamental 
principles which should regulate their working. 

292. It should bo understood from the outset, and made perfectly 
clear to all concerned, that the establishment of a village bank does 
not imply the creation of an institution from which the villagers-may 
dnw money at their discretion. A village bank, based generally 
tipon the Raiffeisen system, admits no one to membership *who does 
not fulfill certain conditions which are essential for the s^ conduct 
gf the bank’s operations j it works only for the benefit of its own 
members, and it grants no'Ioan except for purposes coimeated with 
t^ promotion of agriculture. It is most important thht these objects 
and Witatioha should be clearly understood, so that Wre way be qo 
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disappointment afterwards, and no unnecessary alarm caused to the 
old established village money-lender. 

293. We have been told by some non-official witnesses that, if 
Agricultural Banks do not lend for miscellaneous purposes, they stand 
no chance of succeeding, and by other witnesses that, if they do 
lend for miscellaneous purposes and thus compete with the money¬ 
lender, they are sure to fail. We think that both apprehensions 
arise from a misconception of the objects in view. It is not intended 
to frighten the village money-lender by permitting a village bank to 
enter into competition with him over the whole field of his business j 
still leas is it the intention to encounage borrowing for unproductive 
purposes. No association borrowing on the joint responsibility of its 
members would be justified in devoting any of its funds to loans for 
unproductive purposes. It docs not consequently enter into the 
scope of a village bank’s operations to lend for marriage festivities or 
for caste feasts or similar objects. If people wish to borrow money 
for such purposes, or for any other purpose unconnected with 
agriculture, they must still go to the village sowkar or bayiia. The 
co-operative agricultural bank only aims at freeing the great 
business of the cultivator’s life from the terrible burden, which now 
presses on it owing to the usurious interest taken for agricultural loans. 

294. To sum up, the objects of an Agricultural Bank of this 
kind may thus bo enumerated :— 

(1) To enable its members to obtain loans at reasonable rates for 

agricultural purposes by placing them in a favourable 
position to borrow, and by assisting in the creation of a 
new credit, which individually they did not possess. 

(2) To provide them with a secure place, in which to deposit 

their small savings. 

(3) To encourage thrift, by holding up before the eyes of the 

members the principle that money should not bo 
borrowed unless for reproductive purposes. 

(4) To promote co-operation among the village community in 

all agricultural affairs. 

296. Having thus defined the scope of an Agricultural Bank’s 
operations, we next wish to enumerate the principles upon which they 
are usually based. They are as follows :— 

(1) There should be unlimited liability : members must be 
jointly and severally responsible for all the obligations 
contracted by their society. 


33 
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(2) The area in which the village institution works must be 
• well defined and restricted to narrow limits. 

(.3) ^femhers must be carefully selected, and none admitted 
but those of approved character. 

(4) All .services in connection with the bank’s administration 

must be 'gratuitously rendered. 

(5) There should, in general, be no p.iid-up capital. 

(0) All net profiis arc payable, not as dividends to members 
but to the reserve fund, which must be indivisible. 

A few words of explanation on these conditions arc necessary. 

290. Unlimited liability is insisted on, because under such 
conditions a few ordinary villagers can readily provide a guarantee 
sufiicicntly strong to satisfy the requirements of those persons willing 
to lend money to them at reasonable rates. It remains to be seen 
wlicther the principle of limitation by guarantee will not be equally 
cnicicnt and more acceptable. The feeling of joint responsibility 
induces each member to exert himself to the utmost to safe-guard 
the common interest ; it compels caution in the di.stiibution of loans 
to members, and causes them to hesitate over the iutioduction of any 
new members likely to cause loss to (he association by unpunctuality 
or backwardness in making payments. 

297. ’I’hc limitation of area is an absolutely necessary condition 
in the ease of a society which relies so greatly, as a safe-guard against 
loss, on the bond of common interest, on the influence of social 
pressure, and on the intimate knowledge the members have of each 
other’s character and affairs. Usually the members of a village bank 
should all be residents in the same village, or in. the same group of 
villages, provided that no one lives further than three or four miles 
from the Bank’s head-quarters. 

298. The selection of members is one of the principal factors 
in the success of a village bank, which should never contemplate 
going to law to recover any of its advances. Loans are made to 
members on their personal security, guaranteed accoi’diug to the 
amount of the loan by the security of one or more other members. 
The greatest care at the outset must be exercised in the choice of the 

, original members. The latter may be safely relied upon to exercise 
discrimination in the admission of new members, because the loss that 
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may bo caused to the society, by the failure of a bonower and his 
sureties to fulfil their oblij^atioiis, will ultimately fall on the whole* 
body of members. 

299. Gratuitous services in comiectioii with the bank’s business 
are desirable, because, as the bank work'^ only for the benefit of its 
own members, and the primary object of the .society is to facilitate the 
obtaining of loans at icasoiiablc inteie&t, aii^ cxjietre would have 
to be borne by the society and would tend to luilbfy the object in 
view. Moreover> such gratuitous servii-e ilireidlv ti'iids to foster a 
sense of public duty and the acquircii.ent of business h.ibits. As a 
village bank does not meet usually more than twice a mu.itii and the 
proceedings do not occipiy more than an lioiir or so, the amount of 
labour devolving on the otliee-beareis is trilling. 

300. The formation and indivisibility of the reserve is one of the 
great sources of strength to a village bank. As the association starts 
without any subseiibed capilal, the forinaLion of a eontiiiually 
growing reserve to sipipleiueiit the guai.inUe of the iissociaied 
members is necessary both to enalde the meriibeis lo obtvuu better 
terms when borrowing and to safe-guuul them fiom the loss which 
default on the part of any members might binig upon them. 
As the members do not a'^soclato for the jiuipo-.e of piolit on 
invested capital, but for the [lurpo'-e of fuitbciing their 
common interest, all piolits olilaiiied fioin the bank’s (qierations aie 
carried to a common fund, the joint jiiojierty oi all the menibeis. 
The division of tins fund is foibiddeii in oixlei to pacveiiL its giowih 
arousing the cupidity of the members, and tempting them to break up 
their society for the sake of small tempoiary profit. 

301. The village bank organised on the prceeding principles must 
obtain at the outset from some source outside itself the capital with 
which it lias to work. In those European count lies where the system 
of agricultural banking has taken root, village banks are largely 
financed by Central Eanks ojicrating on a largo scale; but ly India 
there is no hojie, in the beginning, at all events, that these Central 
Banks or Joint Stock Companies will come into e.xisteuce. Efforts must 
therefore be made to create local agencies. It may bo that at first 
such efforts may not be successful, and in this case there W'ould be, we 
think, no objection to employing State aid -to finance experimental 
village banks. But the object should be to avoid the intervention of 
the State, except in the matter of audit and supervision. 
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302. lu the tract of country to be served by village banks there 
.doubtless will be found influential landlords, merchants, and others 

who, ajxart even from their desire to take 2 >art in a movement for the 
public good, Vill find it to their interest to lend their aid. It will be 
possible to organise these gentlemen into a society for the purpose not 
only of providing funds for financing the village banks, but also for 
the jiurpose of stimulating their formation and guiding their action. 
The money may be subscribed in shares, each of small amount and 
bearing interest, say, at 4 jier cent, per annum. Such a society 
should be called the Organization Society : and should there be any 
difficulty in subscribing the i-cquisitc cajiital, there is uo reason why, 
to begin with, the society should not borrow the amount from 
Government. 

303. In course of time, and when village banks have taken root, 
the Organization Societies in a District or even in a division may be 
amalgamated; when this happens, the Central Society would take 
on itself the function of financing and controlling all village banks 
in its sidieie of operation. In this scheme the Organization Society 
would, in point of fact, be an intermediate stage of develojiment. 

804. The duties of the Organization Society may be summed 
up as follows :—■ 

(1) To promote the knowledge of the prineiifies of Co-operative 

banking in the locality. 

(2) To organise village banks and to supervise their working. 

(3) To grant advances to village banks under its supervision. 

(4) To arrange for the proper audit from time to time of the 

bankas books. 

305. In many districts there are large land-lords (we especially 
instance the Court of Wards, managing estates of disqualified owners) 
who may themselves wish to establish village banks on their estates 
and to advance to them, at reasonable interest, the money required 
for their operations. There is no reason why this should not be 
done, and why village banks financed by the land-lord alone should 
not work and prosper. But in all cases, whether the bank is financed 
by one capitalist, or by a society of capitalists, it is essential to 
solvent and successful working that there should be strict attention 
to business methods and regularity. To ensure this, external super¬ 
vision and audit are essential. 
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306. Tho above is only a brief stretch of the principles, organisa¬ 
tion and object of village banks founded on the Raiffeisen systbm. 
It appears to us that there is in every province, which we have visited, 
a wide scope for the establishment of such banks :* some have been 
already established in the North-Western Provinces and Oudh. In 
some provinces the hope of successful working is better than in others ; 
but everywhere there is justification for an effort. No doubt such 
banks may, in the commencement, meet witVi opposition from the 
money-lender, who already occupies the field, and they may also meet 
with suspicion and half-heartctl support from those who do not under¬ 
stand their principles. But Indian native life jnesents us with 
instances of co-operation for mutual benefit and the principle which 
underlies the Raiffeisen system is not really foreign to tho thoughts 
of the people. 

307. The system cannot succeed unless the people themselves 
aid freely in working it. But, if the experimental banks initiated 
by the Organization Society take root in any district, the future 
growth of the movement will be in proportion to the desire of the 
people to free themselves of their present burden of indebtedness. 
The system separates the working bees from the drones, and gives 
the former an opportunity of escape from the discpialifications which 
now press so heavily on both classes of cultivators alike. 

308. The preceding remarks apply to Mutual Credit Associa¬ 
tions in their agricultural aspects; the same needs exist and a similar 
remedy applies in connection with the promotion of rural industries 
and the relief of artisans. It may, indeed, be possible for one associa¬ 
tion to combine both forms of relief. But in any case it will be 
necessary to legislate concerning the privileges which all such associa¬ 
tions should enjoy; this matter is, we understand, already under 
the consideration of the Government of India. 

309. There remains the larger question of encouraging land and 
mortgage banks and private individuals to apply capital tc"the perma¬ 
nent improvement of the soil. This was considered in connection 
with Act 19 of 1883, and we desire to mention with approval of 
its general object. 



CO-01'EIIATIVE CllEEIT SOCIETIES’ lilLl., 1903. 


• Slalement of Ofjjecls and Ileasons. 

The object of tliia measure is to provulc tlie requisite legal basis 
for tlio establishment in India of Agricultural llauhs, or—to use a 
more approjiriate cx]iression—of Co-operative Credit Societies. Such 
a selierne for improving the credit of the masses has for some time 
past been engaging the attention of the Government, the advantages 
likely to follow the provision of some means of obtaining caiutal, 
especially in conneclioji with agiiciilliiral opciations, otherwise than at 
iisuiioiis rates of interc.''t having, indeed, long been recognized in this 
countiy. Legisliition is called for not only in older to lay down the 
fnndamcnial conditions which must be observed, but also with a view 
to giving such societies a coiporate existem e without lesoit to the 
elaboiate juovisious of the Companies Act , but it is thought that 
legislation sliould be eoiitined within the njiiowest jjossible limits. 
The Hill has, therefoic, been diawn so ns to deal only with those 
points w'liieh the (iuveinnieiit eonsiiler to be essential, and its 
provisions liave been exjne-sed in simjile and geneial teims, a wide 
rule-making jiower being reseived to Local Goveinments, so that what 
IS felt to be of the. natine of an expeiiment may' be tiled iii each 
Province or part of a l*u>vincc on such lines as seem to affoid most 
promise of stie’eess. An explanation of tin* more impm'taiit features 
of the draft will be found in the annexed iio!e.s on its clauses. 

Nolrx on ('lanses. 

Clause 3 .—Much imi'oitance is .vtluehed to the appiointmciit of a 
special otiiccr in i‘aeli Province, wlio sbould, as Registrar of 
Co-opeiative Societies, guide and coiitiol such societies, particularly 
in the early days of tlic movement. Gradually, no dovdrt, as experience 
is gained ami the societies are able to stand alone, the fostering care 
of the Registrar xvill he less required, and eventually' his duties xvill 
become for the most piart puuely' olBcial. 

Clauses 5-8 .—The main object is to cucoiirago thrift and 
co-opreration among j’orsons of limited means, and it is not intended 
that the special facilities and concessions eontemjilated should he made 
available for the ordinary o]x:ration3 of capital. The Bill is conceived 
prtmarily in the interests of agriculturists, but it is recognized that 
societies may properly bo started among other classes of small means 
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in towns and large villages. While, therefore, it is proposed to alU)W 
urban societies to bo promoted on a share basis with limited liability, 
for rural societies it has been decided to insist ujiomtlie principle of 
unlimited liability. The ulilisation of combined credit for the benefit 
of individual agriculturists is the kmd of co-oiicration which it is 
desired to encourage, and towards this cud the measure is mainly 
directed. It seems essential that the main qualifications for admission 
to membership of a society, whether rural or iirlian, should bo laid 
down by legislation, and it is thought that the most iiromincnt 
qualification should bo residence in the same ncighboiidiood, inasmuch 
as it is an essential principle that the lenders should have that accuiate 
knowledge of the circumstances of the borroucis which can only thus 
be obtained. It is also important that membeis should be eligible for 
admission by election only so as to secure that rr-iitual confidence upon 
which successful co-ojieration must depend. 

Clause 8 .—As it is desired to foster thrift and mutual co-operation, 
it is provided that loans shall bo admissible to members only, save in 
the ca.so of urban societies, when it is proposed to allow, subject to the 
sanction of the Registrar, advances to bo made to rural societies in the 
same district. The question whether pawn-broking should be 
countenanced has been much discusssed, and the conclusion embodied 
in clause 8 is that it should be prohibited except as regaitls advances 
by rural societies on the deposit of agricultural produce. 

Clauses 9 and 10 .—These clauses aim at strictly limiting the 
number and value of the shares hold by a single individual, and 
rendering shares untransferable until they have been in the possession 
of the holder for a certain period. The object is to prevent the 
acquisition of a predominant interest in a society by speculators whose 
advantage it might be to wreck it, or to use the facilities furnished 
by the measure to start banks for ends other than those which it is 
desired to promote. 

Clause 11 ,—It is here provided that the interests of Individual 
members in the funds of a society shall be exempt from liability to 
attachment by civil process. To deposits it has been decided that this 
exemption should not be extended. 

Clause 12 .—Facilities for the payment of what is due to a member 
on his death are here provided. 

Clauses 13 and 14 ,—The proposal that a summaiy process for the 
recovery of loans should be secured in favour of societies has been 
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discarded, and these clauses are confined to giving them a prior claim 
as against ordinary creditors on the crops grown, and cattle, etc., 
purchased with the aid of advances, and also a lien on shares, dividends 
and deposits. 

Clause 15 .—This provision will render official audit compulsory, 
and, it is believed, will give the outside public and the members 
confidence in the management. Even although a society may receive 
no financial assistance from the Government, yet it will obtain 
valuable privileges under the proposed Act, and it is but reasonable 
that it should at the same time be obliged to submit its accounts to 
some check, which must in this country take the form of an official 
audit. 

Clauses 17 and 18 .—These provisions as to the dissolution and 
liquidation of a society call for no special explanation. 

Clause 19 .—Power is here taken to grant by executive order 
certain exemptions in respect of income-tax, stamp-duties, and 
registration-fees. In provinces where there arc no records-of-rights, 
the searching of registers kept under the Indian Registration Act, 
1877 (3 of 1877), is the only means of ascertaining the existence 
of encumbrances upon land ; but the right to search free of charge is 
a privilege which might be used to obtain information required really 
for private purposes, and power has, therefore, been expressly taken to 
withdraw it, in case of such abuse, from any particular society. 

Clause SO .—The Bill does not provide for the grant of financial 
assistance by the Government; but it may be necessary to afford such 
assistance, and the matter is left to be regulated by executive order. 
The power summarily to recover any advances made in this way, as 
also any other sums due to the Government, is reserved by clause 20. 

Clause SI .—The object of the wide rule-making power here 
contemplated has already been adverted to. 

Clause SS .—It is proposed, as has also been explained above, that 
duly registered Co-operative Credit Societies should not be subject to 
the provisions of the Indian Companies Act, 1882 (6 of 1882). 



\Extracts from the F roceedinga of the Governor General’s Qouncil, 
dated the 23rd Octolcr, 1003.^ 

Co-operative Credit Societies’ Bill. 

Sir D. Ibbetson said :— 

One of the most difficult problems Nvith which the small 
agriculturist is everywhere confronted is, to obtain tho money which 
is necessary for his operations at a reasonable rate of interest. This is 
a state of affairs by no means jicculiar to India. Tho petty 
agriculture of Europe is for the most part financed by borrowed 
capital, and there too the money-lender takes advantage of the 
exigencies of tho cultivator to demand exorbitant terms. In 
India, however, the problem is aggravated by tho fact that 
Indian rates of interest arc to some extent survivals from times 
when the security which the agriculturist had to offer was of 
far smaller value than at present, and partly perhaps by tho fact 
that into most Indian contracts there enters an element of 
oriental hyperbole, for which full allowance is made when the 
settlement is by mutual consent, but which our Courts of Justice 
are for the most part unable to recognise. 

Some fifty years ago, the establishment of agricultural banks 
and of co-operative credit societies for small men was initiated 
in Germany by Schulze Delitzscii and Raiffeisen respectively. 
The experiment passed through twenty years of struggle and 
uncertainty •, but eventually it succeeded beyond all expectation, 
the institutions of both classes now exceeding 6,000 in number; 
and the example thus set has been imitated, with more or less 
modification, in many Euroi>ean countries where land is commonly 
in the hands of men of small means. 

Madras was the Indian province in which attention* was 
first turned to the subject. In that province an indigenous 
institution called a Nidhi had sprung into existence at about tho 
same time as the movement to which I have just referred began. 
These Nidhis are modelled very much upon the lines of English 
building societies, and they find their clients among a more -educated 
and advanced class than that of the rural agriculturist, to whose 
needs their constitution is not well adapted. But the fact that. 
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notwith.standing numerous failures, and much discredit attendant 
upon a jieriod of speculation, they have attained a very considerable 
degree of success, since at present they include some 36,000 members 
with a paid-up capital of 75 lakhs, is encouraging as suggesting the 
possibility of establishing true co-operative credit societies among an 
Indian people. 

It was the Madras Government, then, who, towards the end 
of 1899, forwai'dcd for tlie considei-ation of the Government of 
India a report upon the subject which had been prepared under their 
orders by Mr. (now Sir Frbdeiiick) Nicholson, and which is a 
monument of research and a perfect storehouse of information ; while 
about the same time Mr. DupeiiNH'c, a civilian in the United 
Provinces, published a book upon G^eoples’ Banks for Northern India’. 

The Government of India fully realised the doubts and 
difficulties which must attend any attempt to introduce the 
Raiffeisen system into rural India. But they also recognised the 
enormous adv'antago which would result to the Indian cultivators 
if by any means they could be induced to utilise their combined 
savings under a system of co-operative credit, and so be freed, even 
partially, from tlio necessity of recourse to the professional money 
lender. They therefore referred the subject in its most general form 
to Local Governments for jirelirninary considcnxtion and suggestions. 

After some intermediate discussion, the opinions of Local 
Governments were considered in June 1901 by a strong Committee 
under the presidency of my Hon’ble colleague Sir Edward Law ; and 
it was on the report of this committee, to which were attached a draft 
Bill, and draft model schemes of management for co-operative credit 
societies with limited and unlimited liability respectively, that 
proposals for action first took a form sufficiently definite to 
allow of detailed discussion. These proposals were referred to 
Local Governments for criticism, and it is upon a consideration 
of the replies which have been received to this reference that the 
Government of India now projiose to take action. 

While the subject had thus been under discussion, a certain 
amount of experience had been gained from experiments which 
had been made with varying success in several provinces of Northern 
India. In some eases failure had ensued, or was only averted by 
official support ; but in a few instances genuine success had been 
achieved, and real co-operation for the purpose of utilising the 
combined credit had been arrived at among a cultivating community. 
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One thing, however, soon heeame apparent—that no real 
advance was possible without legislahon. The Companies’ Act at 
present in force (Act G of 1882) contains 250 sections, and its 
elaborate jirovisions, however necessary in the case of combinations 
of capital on a largo scale, arc wholly uiisuited to societies of the 
kind which we desire to encourage. The lirst thing tc bo done, 
therefore, was to take such societies out of the operation of the 
general law on the subject, an<l to substitute provisions specially 
adapted to their constitution and objects. In the second iilaco, 
it was desirable to confer upon them ajiceial privileges and facilities, 
in order to encourage their formation and assist their operations. 
And, thirdly, since they were to enjoy exemption from the general 
law and facilities of a very special nature, it was very necessary to 
take such precautions as might he needed in order to prevent 
sjieeulators and capitalists from availing themselves, under colourable 
pretexts, of privileges which were not intended for them. These 
three ends were the objects which we kept in view in framing the 
legislation that I am about to propose. 

When we came to consider the details of our Bill, we found 
that wo had before us an extraordinary diversity of o[)inion, which 
extended in many cases to matters of piiiieiple, and which reflected, 
not only the individual convictions and experiences of the authorities 
consulted, but also the infinite variety that cliaraetenses the 

conditions with which we have to deal and the material with which 
wo have to work. But such divei-sity of opinion was only to be 
expected. The fact is that the whole business is of the nature 

of an experiment, upon which wc aie entering with very scanty 
knowledge and very little local experience, and in which wo 

shall have to feel our way cautiously, and to gain our experience as 
we advance. We have, it is true, Buropcan results to guide us, and 
European models to imitate. But it by no means follows that what 
succeeds in Europe will succeed also in India. Nor indeed is it 
probable that what is best suited to one part of this great country 
will always be best suited to another. The conditions and the 

character and habits of the people vary infinitely; and wc shall 
probably find that the institutions which wc desire to promote will 
take widely differing forms among such widejy different classes, as, 
for instance, the yeomen of the Punjab, the ryots of Southern 
India, and the tenants of Bengal. If an institution of this sort, 
which depends upon the people themselves combining for their mutual 
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advantage, is to succeed, it must bo, as far as possible, an indigenous 
• and a natural growth. An exotic type may be forced by artiticial 
stimulus to flourish for a while, but we can never expect it to take 
vigorous root, or to continue to flourish when that stimulus is with¬ 
drawn. Certain broad ,'principles must be laid down, and certain 
precautions must be insisted upon; but within those principles and 
subject to those precautions, the people must in the main be left 
to work out their own salvation on their own lines, the function of 
Government being confined to hearty sympathy, assistance and 
advice. 

Guided by these considerations, wc have kept two cardinal objects 
in view in framing the present liill. The first is simplicity. Some 
of the schemes which were laid before ns were far too elaborate for 
the comprehension of the classes for whom they were intended, but 
who certainly could never have complied with their provisions. 
Simplicity is the first essential for success. The second is elasticity. 
Our aim has been to lay down merely the general outlines, and to 
leave the details to be filled in gradually on linos which the ex 2 )erience 
of failure or success and the natural development of the institutions 
may indicate as best suited to each fiart of the country. So far, 
therefore, as it deals with the constitution of the societies, we have 
confined the jirovisions of our Uill to those general principles which 
Wo consider that all co-operative credit societies should accept as the 
condition of being permitted to enjoy the advantages affoided by our 
sjiecial legislation. There are other matters in respect of which some 
guidance and some restriction will be necessary; but we have left 
them to be dealt with by Local Governments in accordance with 
local needs, in the exercise of the rule-making power which the Bill 
confers ujion them. If the Bill passes into law, we shall impress 
upon those Governments that simplicity and elasticity are as essential 
in the rules framed under the law as they are in the law itself, and 
that especially in the first instance, and until further experience has 
been gained, the regulative interference of Government should be 
limited strictly to essentials, so as to leave spontaneous growth 
unhami>ered. Exjieriment is as necessary within the province as it 
is within the Empire. 

Before turning to the actual provisions of the Bill, it will be well 
to define as exactly as possible the precise nature of the institutions 
which we desire to create, and that we shall best do by defining the 
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precise object with wliich we desire to create them. Tliat object 
may perhaps bo defined as the ciicouragoment of individual thrift, 
and of mutual co-operation among the members, with a view to the 
utilisation of their combined credit, by tlio aid of" their intimate 
knowledge of one another’s needs and capacities, and of the pressure 
of loeal public opinion. 

The mam object of our endeavours is to assist agricultural credit, 
which presents a far more important and more difticuK. pioblem than 
does industrial credit. But we recognise thxt artisans, employes on 
small 23ay, and other persons of small means residing m towns, may 
very projicrly be admitted to the benefits of our legislation. We 
therefore provide for tsvo classes of societies— rural, which are composed 
of agriculturists (a term which is not intended to include the wealthy 
rent-receiver), and urban, which consist of artisans or other persons 
,of limited means. The members of a rural society may live in a 
town: so also the members of an urban society may live in a village, 
but it must be one single village—a condition which will exclude in 
practice all villages that are not siillieicntly large to possess an urban 
character. In the case of both classes wo jirovide that the members 
must be small men, for wo are not legislating for ca^ntahsts; that 
they must bo residents of the same neighbourhood, else the 
knowledge of one another which is to guide them in their ojicrations 
will be wanting; that new members shall be admitted by election 
only, thus securing that mutual confidence which is the only 
possible foundation of co-operation; that a man must be a 
member before he can borrow from the society, and must in that capacity 
have contributed to the funds of the society, since our basis is mutual 
co-operation ; that money shall not be lent on mortgage, so that the 
capital may be liquid, and capable of ready realisation; that the 
interest in a society which may be held by a single member is to be 
limited, in order to prevent an individual from obtaining control; and 
that shares can be transferred subject only to certain restrictions 
which are intended to prevent speculation. We provide ft>r a simple 
form of registration; for compulsory dissolution, subject to appeal 
to the Local Government, in order to meet the case of fraud, or of 
bogus co-operative societies which may have obtained the benefits of 
the Act while not pursuing its objects; and for liquidation under a 
simple procedure, and subject to apjieal to the Civil Courts. ^ 

In the case of rural societies we further insist upon unlimited 
liability, as best suited to the agricultural classes to whom they are 
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confined and most consonant with the mutual confidence which is 
to»fonn their basis; we lay down that no profit is to be directly 
divided among the mcmbci's, since their object is not to make money 
but to assist* one another, and any surjjlus tliat may accrue 
should cither be carried to a reserve fund, or bo applied to reducing 
the rate of interest n])on loans ; and we forbid the society to 
borrow money without sanction, for it would often be worth the 
while of a money-lender to risk his money in order to get a success¬ 
ful society into his power, and so to rid himself of a rival. We 
prohibit pawn-broking, since the basis of the operations should be 
personal and not material security ; but wc allow agricultural produce 
to be leceived as sceuiity or in payment, and to be converted into 
money at any time by the society, whi<;h will generally be in a posi¬ 
tion to get a better price for it tlian an indebted cultivator could 
obtain. 

In the case of urban societies we allow of limited liability and the 
distribution of profits, subject to the creation of a sufficient reserve 
fund, and we allow them to lend money to a rural society which is 
situated in the same district, and with the circumstances of which they 
have therefore the opportunity of being acquainted. 

Having thus provided for the constitution of our societies, and 
regulated their operations, we proceed to confer upon them certain 
piivileges. Wo exempt the shares or other interests of members in 
the cajiital of a society from attachment for their private debts, thus 
encouraging thrift, and giving stability to the operations of the society ; 
wo relieve societies from the necessity for letters of administration 
or a succession certificate; we givm them a lien upon certain forms of 
property when created or acquired by means of a loan from them, 
until the loan is repaid; and we make an entry in the books of a society 
firima facie evidence in a suit to recover money due to it. We take 
powers for the Governor-General in Council to exempt societies and 
their operations from income-tax, atamii-duties, and registmtion-fees; 
and it is our intention to act upon those powers, at any rate in the 
first instance. 

Finally, we provide for compulsory inspection and audit by a 
Government officer, in order to provide against mismanagement and 
fraud, to give the members and the public confidence in the societies, 
hnd to justify the privileges which we confer upon them j we make 
Government advances recoverable as arrears of land-revenue ; we 
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confer a wide rule-making power upon Local Governments while 
indicating certain heads under which it will probably be advisable*to 
exercise it; and we declare that the provisions of the Indian Companies' 
Act shall not apply to societies registered under the new law. 

There are four points of some imjwrtance as to which the Bill is 
silent, but which have been much discussed, and with great diversity 
of opinion; and I may perhaps briefly indicate why our proposals 
include no provisions regarding them. The first is, the objects with 
which these societies may make loans to their members. It has been 
strongly urged that no loans should be permitted except for productive 
expenditure, and specially that they should not bo granted for such 
purpose as marriages and the like. We recognise that there is much 
to be said both for and against the proposal; but we have finally 
decided to reject it, mainly on the ground that whatever restrictions 
might be imposed by law, it would be impossible to enforce them, 
while their mere existence would encourage evasion and deceit. More¬ 
over, wo are not without hope that the fact that a society refuses 
to lend more than Rs. 50 to a member for a marriage, as being as 
much as ho can hope to repay, may not unfreijuently lead to his 
limiting his expenditure to Rs. 50 instead of going to the money-lender 
for Rs. 100. 

In the second place, it has been suggested that a summary 
procedure for the recovery of debt should be placed at the disposal 
of these societies. It is true that the recovery of debt by civil suit 
is a tedious process, and tliat a society of the sort wo are considering 
is perhaps the least fitted of all agencies to conduct such a suit. But 
it is a serious matter to place our executive machinery at the disposal 
of a private creditor. And, above all, such artificial assistance would 
discourage the exercise of that vigilance and caution upon which these 
societies should depend for their security. With the local knowledge 
which will be at their command, they should, if they conduct their 
affairs prudently, hardly ever need to have recourse t<j a Court. 
Their strength should lie in that knowledge, and not in any special 
process of recovery. In the rule-making section we have authorised 
Local Governments to provide for the settlement of disputes by 
arbitration if a society so wishes ; and we do not propose to go 
farther. 

In the third place, wo have been urged to prohibit compound 
interest. We have had no hesitation in rejecting this suggestion. 
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Compound intcrst is a devilish engine in the hands of a creditor whose 
wliole object is to involve his debtor in his meshes. But fairly used, 
it is just enough; and prompt recovery of debt is essential to the 
working of theSfe societies. There is a danger that they may be too 
slack in dealing with their friends and neighbours, and compound 
interest will provide a useful stimulus to the debtor. 

In the fourth place, we have been asked, with the object of giving 
special encouragement to thrift, to extend to mere deposits made by 
members with their societies, the same exemption from attachment 
for debt for which we have provided in the case of contributions that 
have merged in the capital funds of the society; and the precedent 
of Provident Funds has been quoted in support of the proposal. 
We do not admit the analogy. Provident Funds are protected, not 
for the benefit of the subscriber, but because they form a provision 
for the widow and the orphan; and we do not think that thrift should 
be encouraged wholesale at the expense of the legitimate creditor. 
The exemption for which wo have provided is confined within definite 
limits, and we do not propose to extend it. 

Such, my Lord, are the outlines of the legislation which I am about 
to projwso to Council. But legislation is useful only as the basis 
of subsequent action; and tho subject is of such groat and general 
interest and importance that I think I shall bo justified in asking tho 
Council to bear with mo a little longer, while I briefly sketch in outline 
the action which we propose to take if our Bill becomes Law. I have 
said that the whole matter is an experiment, and that we shall have to 
gain our experience as we go. Under these circumstances it is essential 
to proceed gradually and with the greatest eaution. We cannot hope 
to escape failures, which will involve loss to individuals j and many 
failures would set back the cause which we have at heart, while a few 
successful societies will speedily find spontaneous imitators. If by a 
stroke of the pen I could cover the country to-morrow with a network 
of these societies, I should decline to do so until we know more about 
the forms which will best suit the conditions with which wo have to 
deal. And that knowledge only experience can teach us. 

On the other hand, it is abundantly clear that no real advance 
will be made without the active encouragement and assistance of 
Government. We proposfi therefore to ask Local Governments to 
seleet a few places in each province in which to try the initial experi¬ 
ments. They should present some variety of conditions, so as to 
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afford a wide experience ; and an important element in the choice 
will be the personal character of the District Officer, and the degree* 
in which he possesses the confidence of, and exercises influence over, 
the people. I shall explain presently how we propose lo relieve the 
District Officer when the societies have once been formed. But it is 
he who must give the first impulse ; he must explain the new law 
and preach the new gospel ; he must select the places in which the 
experiment is most likely to succeed, and must suggest to the people 
that they should try it, putting it to them as action to be taken, not 
by Government but by themselves, while explaining how far and in 
what way Government is ready to hclj) them. 

Indeed, the active assistance and support of the District Officer 
will bo necessary in every case, until the new plant has taken firm 
root and is strong enough to stand alone, and the officer who is in 
immediate charge must work in constant consultation with him. 
But we do not propose to burden him with the detailed care of the 
societies. Hon’ble Members will observe that the Bill provides for 
the appointment in each province of a Registrar, to whom somewhat 
extensive powers have been given in order to secure that our 
legislation is not taken advantage of by bogus societies. Wo 
propose that he should be a whole-time officer specially selected for the 
work, and that to him should be entrusted the care and supervision 
of all the societies in the province. The advantage of concentrating 
this duty in a single pair of hands will be, that the experience of all 
the societies will be placed at the disposal of each, since by watching 
developments under various conditions the Registrar will gain 
experience which will render him an invaluable adviser ; he will know 
what has succeeded in one place or failed in another, and will be in a 
position to point out defects and suggest remedies, and to prevent 
the repetition of mistakes. For the first few years at least he will 
constantly be going round, visiting the societies and watching their 
progress, criticising and assisting them, but as a friendly adviser 
rather than as an inspecting officer. As experience is accumulated 
and the societies gain strength and are able to stand alone, and 
as their numbers multiply, the ‘dry-nurse* element will disappear 
from his duties, which will become more purely official. 

I have only one more point to touch upon. The first question 
that will be asked—that has indeed been asked already—is, what is 
Government going to do for these societies in the way of financial 

35 
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assistance ? I have already said that we propose to exempt for the 
'present their profits and operations from income-tax, stamp-duties, 
and registration-fees. We shall also authorise them to open public 
accounts in the Post Office Savings Banks ; and these measures will 
apply equally to urban and to rural societies. In the case of urban 
societies we propose to go no farther. 

As to whether Government should contribute to the capital 
of rural societies the most opposite and extreme views have been 
urged upon us. It has been suggested that we should finance them 
entirely ; but such a procedure would be destruetive of that thrift 
and co-operation and mutual self-help which it is our object to 
encourage. It has been proposed that the distribution of Government 
takavi advances should be entrusted to these societies ; and I think 
it quite possible that some day we may be able to make use of those 
among them which have taken root and flourished, and which stand 
on a strong and independent basis of their own, as valuable agencies 
for the purpose. But they must learn to swim before they are thrown 
into deep water ; to take care of their own money before they are 
trusted with much of ours ; and to allow them to regard themselves 
as mere agencies for the distribution and recovery of Government 
advances would wholly defeat the object of their creation. 

From the opposite point of view it has been argued that any 
financial assistance whatever from Government must obscure the 
co-operative principle, and weaken the spirit of self-dependence which 
wo desire to foster ; and it has been urged that Government should 
confine itself to sympathy and encouragement and moral support. 
To this it has been replied, and not without reason, that assistance 
thus restricted would be but cold comfort. We fully recognise the 
danger which is pointed out; and we propose so to limit our assistance 
as to minimise that danger as far as possible, by laying down that it 
must be preceded by, and must depend in its amount, upon a genuine 
Bubscrip^ion by the people themselves. But, subject to these condi¬ 
tions, we are prepared to give financial assistance at the start. We 
believe that such assistance will have a value beyond its mere use as 
capital on easy terms, since it will be an earnest of the reality of the 
interest which Government takes in the matter, while the terms to 
which it will be subject, will stimulate the thrift and self-help that 
are to bo a condition precedent. We do not contemplate that, ©ur 
aid will always be needed. Both in the matter of detailed guidaoM 
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and of the provision of funds, we shall not feel that we have suc¬ 
ceeded unless we eventually find ourselves able to withdraw j for as 
has been well said, ‘co-operation must be built up from the bottom, 
and not from the top.’ But, for the present, we shall be prepared to 
advance money to rural societies in even fifties of rupees, subject to 
the condition that the total advance outstanding shall at no time 
exceed the total amount subscribed or deposited by the members of 
the society, or a limit of Rs. 2,000 in the case of any single society, 
It may be said that the first condition will greatly restrict the 
advances; but at any rate they will double the resomces at the 
disposal of the society. During the first three years of the life of 
any society, the advances will be free of interest, and will not be 
recoverable except in the case of the society being wound up j while 
after that period they will ordinarily bear interest at 4 per cent., and 
will bo recoverable in annual instalments not exceeding one-tenth of 
the total amount due. The Registrar will have power to sus[)end the 
payment of any instalment of capital on payment of any interest that 
may be due, and such suspension will simply postpone the payment 
of the suspended instalment and of all subsequent instalments by one 
instalment period. 

Such my Lord, are the outlines of the legislation which we 
piupose, and of the executive action which we intend to base upon it. 
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Statement of Objects and Reasons. 

W HEN the Bill, which subsequently became the Act of 1904, was 
published, the following remarks were made in the Statement of 
Objects and Reasons:—“ Legislation is called for not only in order to 
lay down the fundamental conditions which must be observed, but also 
with a view to giving such societies a corporate existence without 
resort to the elaborate provisions of the Companies Act; but it is 
thought that legislation should be confined within the narrowest 
2 )ossib!e limits. The Bill has, therefore, been drawn so as to deal only 
with those points which the Government consider to be essential, and 
its provisions have been expressed in simple and general terms, a wide 
rule-making power being reserved to Local Governments, so that what 
is felt to bo of the nature of an experiment may be tried in each province 
or part of a province on such lines as seem to afford most promise of 
success” : and these principles were followed in the Act as passed. 

2. The adequacy of the existing Act was examined at a 
Coufcrence of Registi'ara of Co-operative Credit Societies in 1909, 
and it was held that the Act still remained in many ways unduly 
restricted, and that it also required certain alterations in detail which 
had been suggested by exports since 1904. The Conference of 
Registrars drew up proposals for the amendment of the Act, and after 
consulting Local Governments on these proposals the Government of 
India have prepared the Bill now published. The chief changes 
contemplated by the Government of India arc four in number;—* 

(i) The Act of 1904 applies to Societies for the purpose of 
co-operative credit only, and not to Co-operative Societies 
of other kinds, such as those established for production 
or distribution. It has in practice been found that the 
• establishment of Credit Societies has led to the founding 
of other classes of Co-operative Societies also, and it is 
advisable that the privileges extended by the Act to 
Co-operative Credit Societies should be extended to these 
other Societies. It is proposed therefore that the Act as 
now revised should be made applicable to all classes of 
Co-operative Societies—clause 1 (I) and clause 4 of 
the Bill. 
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(it) In the Act of 1904 Societies were classified according 
as they were “ Urban” or “ Rural” and the principle 
was laid down that as a general rule rural societies should 
bo with unlimited liability. This basis for distinction 
was adopted, mainly because it represented a classification 
which had already been recommended and put in force 
in the initiation of Co-operative Credit Societies in 
certain parts of India, but it was at the time criticised 
as unsuitable by experts, and it has in practice been 
found artificial and inconvenient. The real distinction 
is between Societies with limited and those with 
unlimited liability, and it is proposed in the new Bill to 
maintain this distinction only while retaining the 
principle that agricultural Credit Societies must, as a 
general rule, be with unlimited liability—see clause 4 of 
the Bill. 

(**») The Act of 1904 did not contemplate that Societies with 
unlimited liability should distribute profits. It is still 
felt that such Societies do not represent the best form of 
co-operation for agricultural communities, but this form 
of Society has, in practice, been for some time in 
existence in several provinces, and Societies of this 
character, though not of the orthodox type, are 
recognized to be capable of useful work. Although 
therefore it is not intended to give them undue 
encouragement, it is proposed to legalize their existence 
and to permit an unlimited Society, with the sanction of 
the Local Government, to distribute profits—see clause 28 
of the Bill. 

(tv) A cardinal principle which is observed in the organization 
of Co-operative Societies in Europe is the grouping of 
such Societies into Unions and their financing by means 
of Central Banks. This stage of co-operation had not 
been fully realised or provided for in the Act of 1904, 
but such grouping of Societies has already been found 
feasible in most provinces, and it is now considered 
desirable to legalize the formation of Co-operative Credit 
Societies of which the Members shall be other Co» ‘ 
operative Credit Societies—vide clauses 6 (1), 0 and lO 
(3) of the Bill. 



[^Extracts from the Proceedings of the Govermr General's Council 
• dated the 1st March 1911i] 

Co-OPEftATlVB CllEDIT SOCIETIES AcT AMENDMENT BiLL. 

The IIon’blb Mr. Carlyle said :—I beg to move for leave to 
introduce a Bill to amend the law relating to Co-operative Credit 
Societies, When Sir Denzil Ibbetson introduced the Co-operative 
Credit Societies Bill in October 1903, he remarked : ‘ I believe that 
it would be hard to exaggerate either the importance or the difficulty 
of the experiment upon which we are about to embark, I feel by no 
means certain of success. And if we do achieve success, I do not 
expect to find in it a panacea for all the difficulties of the Indian 
cultivator. But I am convinced that if we can succeed in inducing 
him to combine with his fellows to utilise their collective credit for the 
benefit of each, we shall have done a great deal to lessen those 
difficulties and to improve his condition. At any rate, I hold it to be 
the bounden duty of Government to give the experiment a fair trial, 
and to do all that lies in its power to make it successful. But it must 
be remembered that success or failure lies in other hands than ours. 
Wo can do nothing of ourselves. We can offer encouragement, 
advice, legal facilities, and executive and financial assistance. It is 
for the ixjoplo to decide whether they will avail themselves of our 
offer. ’ The offer has been made to the people, and by the people it 
has been accepted. While the present Act was under discussion in 
Council many fears were expressed. There was, said one Indian 
Member, the want of that one essential quality, namely, co-operation, 
which has been a prevailing defect of the Indian character from a 
long time and the cause of many evils. Another Member held that 
insistence on the principle of unlimited liability was likely to keep 
away from the new societies those very classes whose help and 
co-operation would be indispensable. This Member also held that 
insufficient provision was made for financial resources, and that the 
absence of some summary procedure to recover the debts due to 
societies, was likely to interfere with their success. Notwithstanding 
all these doubts and fears, co-operation has established its footing in 
India. While the movement is still in its infancy, yet it is a robust 
and vigorous infancy which gives great promise for the future. It 
has been found that the root of the matter does exist in India, and 



PROVISION OP BOBROWINO FACILITIES. 


879 


that Indians will co-operate, that unlimited liability is not a bugb^r, 
that societies are succeeding in attracting capital, and that they have 
not found the absence of a summary procedure an insuperable difficulty 
in the way of collecting their debts. 

According to the last figures available, there are now 3,456 
urban and rural societies with a membership of 226,968 persons, and 
with a working capital of Rs. 1,03,27,743 ; of which, I am glad to 
say, only Ra. 7,21,775 comes from Government. This is the result 
of 7 years’ working. In Germany there were only 1,729 Co-operative 
Credit Societies working in 1890, 23 years after the first Prussian 
Co-operative Law was passed. In Austria the co-operative movement 
commenced in 1873. After 17 y«irs there was only one Raffeisbn 
Dank for 131,000 inhabitants. Here, excluding Native States, we 
have already in 7 years got approximately one rural Co-operative 
Society to just over 70,000 people. In Italy the first rural bank was 
founded in 1883, and it took 24 years to bring the number up to 
1,401. Seven years after the movement had commenced, there were 
only 44 banks. Making every allowance for differences in membership 
of the societies and for the fact that India has benefited by the 
pioneer work, specially, of Germany and Italy, and that the pioneer 
work lias been done here by the State and not by individuals fighting 
against the State, yet the figures I have given testify to an 
extraordinarily rapid advance. 

It may be asked why, if the movement has been so successful 
under the existing Act, not remain content with it ? My answer is 
that it is lar gely owing to the very success of the movement that a 
new Act is required. The success of co-operative credit societies has 
paved the way for co-operative societies formed for other purposes, and 
it is difficult to fit them into the provisions of an Act which was not 
intended for them. In saying this I cast no reflection on the framers 
of the present Act. It was deliberately resolved to limit the Act to 
credit societies, and the decision was a wise one, while the scheme was 
in the experimental stage. But now that the co-operative movement 
is well established, it is clear that provision must be made for 
co-operation not merely to borrow, but also to purchase and produce. 
Moreover it is essential to provide, as I will show later on, for the 
union of societies in larger bodies so as to secure a large measure of 
non-official inspection and control and to facilitate the raising of funds. 
Seven years^ experience has brought to light many minor defects in 



280 


PROVISION OP BORROWING PAOIIilTIBS. 


the Act. The question of the amendment of the Act was very 
carefully considered before the Iienfislative Department undertook the 
drafting of thi^ Bill. Two annual Conferences have considered what 
changes are needed, and Local Governments have been consulted on a 
rough draft of a Bill framed at the Conference of 1909. 

I will to-day only mention those points in the Bill which are of 
special importance. I have already touched on the need of providing 
for Co-operative other than merely Credit Societies, and I need say 
no more regarding this. Another important change relates to the 
classification of societies. Under the existing Act the classification 
of societies depends on whether or no the members of the societies are 
mainly agriculturists. The main division is into rural and urban 
societies. In a rural society not less than four-fifths of the members 
must be agriculturists. In an urban society not less than four-fifths 
of the members must be non-agriculturists ; and in a rural society, 
save with the special consent of the Local Government, the liability 
of the members is unlimited. This classification was objected to at 
the time by many critics, notably by Mr. Wolff, and experience has 
shown that the critics were right. Sir Drnzil Ibbetson, when 
introducing the Bill, pointed out that in the case of rural societies, 
unlimited liability was best suited to the agricultural classes to whom 
such societies arc confined, and no doubt it is generally the case that 
unlimited liability is best for a society of small agriculturists, as it 
ensures caution in admission to membership and strict control over the 
manner in which loans arc spent and the purposes to which they are 
devoted. All these considerations, however, apply with equal force 
in many other cases ; take, for instance, a small society of weavers 
working together in one place whether in the town or in the country. 
Again, a rural society may consist of a number of well-to-do people 
who could derive great advantage from co-operating but who are 
not prepared to undertake unlimited liability for one another’s debts. 
The true .distinction appears to be between limited and unlimited 
societies. In many cases urban societies should be unlimited. In 
some cases there is no reason why rural societies should not be formed 
of limited liability. 

There is likely to bo more difference of opinion regarding the' 
provisions of section 28 -of the Bill permitting of the distribution of 
profits on certain conditions to members of societies of unlimited 
liability. The distribution of profits is permitted even under the 
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present Act, but the stringency of the provisions has been much 
relaxed. It will, I think, generally be recognised that the inclusion* 
of provisions for the division of profits to the members of unlimited 
co-operative societies tends to bring in influences dangerous to the 
true co-operative spirit. We must, however, accept facts, and not 
insist on pushing too far our co-operative idealism. Especially in the 
Punjab and in Burma it has been found that the possibility of 
obtaining shares in a society with the prospect of ultimately 
participating in the profits has induced many who would not otherwise 
have done so to join the movement. 

The last change in the law I propose to notice—and it is one 
of very great importance—is that which provides for the possibility 
of grouping all societies into Unions. I will very briefly indicate the 
great importance of this matter. It is not at all unlikely that it may 
appear to many who are not acquainted with the subject that it is for 
the Government to provide for the inspection of societies, and that 
Government might well be more liberal in its assistance in the shape 
of loans. In my view it is of the utmost importance to the healthy 
and successful development of the movement that Government 
interference and help should be reduced to a minimum. Wo have, on 
the whole, been very fortunate so far in securing for the development 
©f the movement officers who have thoroughly sympathised with, and 
who have a thorough grasp of, the principles of the whole movement. 
But if co-operative societies develop in the future as fast as they have 
done in the past, and if Government control continues to be as dose 
as it is at present, sooner or later the whole business of inspection 
must become departmentalised. In dealing with co-operative societies 
a mere knowledge of rules is useless. Mere mechanical inspection 
and control would destroy, and not build up, the co-operative spirit. 
It is possible t6 get a few officers with the necessary gifts and 
knowledge, but if the number of officers to be appointetl were large, 
such special selection would ultimately become impossible j and 
anything in the nature of Government control by officers appointed 
ex-officio, and not specially selected, is almost bound in the long run 
to be injurious. On the other hand, if co-operative societies join 
together to form unions, each of these unions should bo able to provide 
from among their members some men with the necessary knowledge 
and enthusiasm to guide those who require help. The business of 
the unions will be not merely to obtain funds to finance the societies 
38 
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belonging to them, but to see that the societies are conducted on right 
• lines and are not endangering the stability of the whole union. 
Unions, such as I have described, are also essential to bring co¬ 
operative societies into touch with the money market. In many 
cases, the village societies attract loans locally. But more than this 
is required ; and it is of great importance, for several reasons, that the 
village societies should be in touch, through their unions, with a larger 
money market. Among other reasons it is necessary to equalise the 
demand and supply of loanable capital at different seasons. Probably 
some may say, ‘ Why should not Government itself advance the 
money ? The money is safe, and it can be lent at rates which 
would make the ti'ansaction one from which Government would 
actually profit.’ I may at once say that personally I have no doubt 
that Government could lend, and lend without loss, on a very large 
scale. But leaving aside the fact that Government cannot take 
out of the hands of private persona the financing of the agriculture 
and petty trade of the country, were it to embark on such loans on a 
large scale, the advances would necessarily be made on more or less 
hard and fast rules. On the other hand, if societies are obliged like 
any one else to borrow in the oiien market, their creditors will exercise 
a very powerful, though frequently indirect, influence on the business 
methods of the societies and on the objects to which loans aro 
devoted. 



\E«ctr(v:ts from Sir F. A. Nicholson’s Report on Agricultural 
Banks, pp. 2-7,10-12 23-25.] 


MsTHODS and PkINCIPLES of OKGANISED CREDIT IN EuROPE. 

It is obvious that as all capital is derived from savings, and as all 
credit should be based on thrift and prudence, the stimulation of thrift 
and prudence is a necessary antecedent to the grant of credit. It is 
emphatically not the mere outpouring of cheap capital that is required, 
not the mere grant of cheap and facile credit to classes unprepared for 
the boon : what is wanted is the promotion of facilities for saving, 
the encouragement of banking deposits, the inculcation of the true 
objects, uses, and limits of credit; in other woi’ds, the development 
of the essential national virtues of thrift, foresight, and self-help, 
through institutions organized for those ends. Hence the object of 
this study is, necessarily, not mere rural credit-banking, but the 
promotion and development of all institutions which, while furthering 
useful credit, base that credit largely, perhaps chiefly, on previous 
thrift, and are thus able to exercise over their members a beneficent 
influence in the direction of self-help ; still more specially those which, 
being based on the principles of co-operation, bring the isolated units 
of society into association, and, by association, teach the benefit and 
virtue of mutual assistance in thrift and in credit, in combating 
improvidence within, and usury without, in developing industry and 
in assuring to men the full results of their industry, in stimulating 
men to new ideas of life whether economic, social or moral. 

Credit—Universal necessity for Rural credit .—The history of rural 
economy, alike in Europe, America and India, has no lesson more 
distinct than this, that agriculturists must and will borrow. This 
necessity is due to the fact that an agriculturist's capital is locked up 
in his land and stock, and must be temporarily mobilized > hence, 
credit is not necessarily objectionable, nor is borrowing necessarily a 
sign of weakness. But such borrowing may be abused, and indebted¬ 
ness may be a ^mptom and a cause of danger, if the conditions of 
credit are unsound or defective, if borrowing is not a mere temporary, 
productive mobilization of capital, but the result of ignorance, 
improvidence, recklessness, misgovern men t, social defects, or even 
social arrangements such as the laws and customs of inheritance. 
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Credit is a necessity, and borrowing and indebtedness are useful or 
’dangerous in projiortion not merely to the use made of the sums 
borrowed, but in proportion as they are the result of a prudential 
foresight, or of necessity extraneous to the demands of agriculture. 

As a matter of fact the agricultural classes all over the world are 
in a state of extreme indebtedness, due very largely to causes outside 
of the demands of agriculture, such as to poverty, ignorance, careless¬ 
ness, the laws of inheritance, foreign competition, seasonal disasters 
and epidemic diseases, and the demands of usury ; this indebtedness 
is recognized in Europe as a position of danger, and every country 
is seeking its remedy, usually in the direction of organized credit. 
While recognizing, however, the necessity for organizing and cheapen¬ 
ing credit, it is obvious that, since indebtedness is not due merely to 
the action of the usurer, no mere change in the machinery of credit 
can, of itself, effect a radical cure; it can, per se, only palliate the 
symptoms, or retard the catastrophe. 

The conditions of credit .—The conditions of credit may be summed 
up as follows; absolute proximity of lender and borrower •, complete 
security to the lender as regards the title of the property offered, its 
freedom from prior encumbrances, the recovery of his capital and 
interest at due date, inconvenient amounts, with facilities for enforcing 
such recovery in case of arrears; thorough safely and facility to the 
borrower, in his ability to obtain cheap loans, at any time, to an 
amount proportionate to the security ho can offoi-, and niion terms 
which will bo so ecpiitable in themselves, so convenient as regards 
repayment, so free from all risk of deliberate entanglement, so based 
upon published rule; so devoid of any tendency to discount necessity 
or urgency otherwise than by an equitable insuiance, that he can 
calculate on reaping the full fruits of his prudence, and find, in credit, 
a i^owerful auxiliary to his productive powers and stability. In 
particular, the terms of repayment must bo such that he can replace 
the loaq from the profits of the transaction for which it was obtained; 
an improvement to land must bo repayable by instalments over a long 
scries of yoais; a purchase of stock must be similarly repayable over 
a shorter series; advances upon crops or for maintenance may be 
repayable in lump or by instalments according to convenience. It is 
axiomatic that loans .sunk in improvements or enterprises in which 
the returns are gradual, shall not be repayable except by iustalmeuts 
over a period jjroportionate to the nature of the enterprise. 
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Judged by these postulates the regime of the individual money 
leader is wliolly defective; he sati-sfies, indeed, the condition*of 
proximity, but it is impossible for him, trading as he does upon his 
private eapital sujiplemented merely by occa.sional * borrowings, to 
satisfy the demands for loans at any time and to any amount; he 
has no rules save those of his own conscience, and they are variable 
at pleasure; he is but too prone—it is the nnperL.-ction of human 
nature—to exact terms high in proportion to the urgency of the 
borrower’s need, and not in proportion to the security offered; his 
accounts, if kept at all, are just what he chooses to write and no 
others, and arc subject to no check or audit: ho is apt to be swaj-ed by 
greed, whether of money, land or power ; he can not consent to lock 
up his capital for a lengthy series of 3 ’ears, or to reeeive it back in 
infinitesimal diiblets, indistinguishable from the interest with which 
they are paid. On the other liand, since it is impossible to tiust the 
individual money lender with the powers of distraint or other summary 
recovery, he is put to considerable expense, dela\", loss and fraud in 
the recovery of his loans, a loss which he recoups with a handsome 
increment from his clients, so that the punctual and honourable 
borrower pays for the ofBeiice.s of the defaulter, 

It is, then, ceitain that tlic substitution of organized credit for 
that of the money lender is a necessary development of Civilization: 
the individual system is only an elementary stage winch must be 
eventually passed as general wealth, order, business confidence, and 
habits of association develop. The questions For consideration are the 
direction in which such credit shall develoji, the means by which 
it can be encouraged, the inodes in which it will work, and the effects 
which it can be made to produce upon the nation. 

The functions of tiue credit .—It 'would be out of place to discuss 
the remedies for the ill plight of agrieiiltiirc other than that of the 
organization of credit ; it is permissible merely to point to the lessons 
of history as teaching the unexpected and indeterminable dilfieulties 
of the social problem, even as rcgaids ngricnltnre. Liberty was 
granted to the feudal quusi-.serf by the uihniiublo legislation of Von 
Stein and Haudenderg, witli liberty of action as legards the land; 
the unforeseen result is the existing mortgage debt of about 
£600,000,000 m Prussia alone. Equality was the revolutionary 
demand, and equal rights of inheritance a natural and just corollai’jt; 
again the result has been the overwhelming indebtedness of the 
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peasant and the infinite morcellement of the land even in industrial 
Europe. The problems threatening Indian agriculture are precisely 
the same in nature, though not yet in degree. Human nature is 
everywhere the same, and an uneducated nation largely composed of 
isolated, ignorant units, suddenly endowed with new rights and new 
values, suddenly placed under the regime of complete individual 
liberty of action, will invariably pledge those rights and those values, 
till it is found that it is only the form and not the fact of servitude 
and dependence, that has been altered. 

When, therefore, we are considering the poverty and indebtedness 
of the ryot and suggestions for his relief, it is idle, even mischievous, 
to fasten attention on one cause or set of causes, and equally idle to 
insist each upon his own special remedy as the one panacea for rural 
difficulties. The ei-adication not of indebtedness, but of undue 
indebtedness, can only be effected by the slow, persistent, simultaneous 
action of a diversity of active remedies, the nature of which is partly 
indicated above, but necessarily differs for each community. 

But the present study is expressly confined to the. remedy found 
in the organization of credit, a remedy, however, of almost unbounded 
potentialities, provided that it is so prepared as to contain the alternative 
and tonic elements of national vigour. The mere supply of cheap 
capital ab extra is no sufficient remedy; it would probably intensify 
the difficulty by iucroasing the load of debt; even the supply of such 
capital by the “organization of credit,’' t.c. by the establishment of 
banks, is inadequate as a radical means of relief. 

It \6 not merely cheap and facile credit that is required; it is a 
credit which must indeed be cheai) and facile in that it shall be ever 
at hand, but it must bo credit which shall only be so obtainable that 
the act and effort of obtaining it shall educate, disci])line and guide 
the borrower; it should be granted only to those who have learned 
to think, to plan, to save; the method of providing it must teach the 
lessons of self and mutu.al help, and suggest the extension of those 
lessons to matters outside of mere credit; it must be safe not merely 
in eliminating the dangers of usury, but m being controlled, heedful, 
and productive. 

Hence, while studying credit and preparing for its organization, 
tlie object to be borne in mind is not the introduction merely of 
cheap capital or of banking credit, but of that system which shall most 
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readily and thoroughly develop essential national qualities ; those 
systems of banking are to be preferred which tend in themselve^ to 
this result, and the efforts of the State whether in its ^legislative or in 
its executive capacity, should be directed towards the promotion of 
such systems. Not joint stock banks merely, still less State banks, 
or banks financed by the State for the mere issue of capital, but Mutual 
Credit Unions, are the desideratum ; co-operative societies, where the 
isolated learn the value and powers of association, where the ignorant 
are taught the lessons of business, the reckless learn hoodfulness, thrift 
and prudence, the idle and intemperate return to industry and sobriety; 
where the prudent, the sober, the skilful, the well-to-do unite with 
the poorer and weaker brethern in an association of mutual help and 
insensible self-development. 

Poverty and indebtedness may not disappear even when such 
systems attain full vigour and extension, but the student not of mere 
economics, but of national character and development cannot but 
believe that a nation in which such institutions arc matters of course 
in every village, will be in the way of development as a nation of 
temperate, self-reliant, independent, yet united men. This is no 
dream of Utopia, for systems, still in their infancy even though 
their societies are numbered by thousands, are working on these 
linos. * * * 

It is unnecesary to dwell here in detail on the need for thrift; 
it is self-evident, especially in these days of provident institutions. 

* » # 

There is, however, room in India as in the West, for many classes 
of banks j the joint stock bank is of value in its command of resources, 
and in its skilled management j the co-operative union is a desideratum 
for every village; the Mont de Piete, probably as a branch of some 
other institution, is particularly needed in a country where savings 
are invested in jewellery; the savings bank whether as,a separate 
entity, primarily for the receipt of deposits, and secondarily as an 
investor of those deposits in safe loans, the Agricultural Association 
with a credit annex, the land and land improvement bank for the 
larger estates and enterprises, the village clubs for the purchase and 
supply of stock, the village granary or Posito, storing surplus grain 
at harvest and lending it out in the cultivation season, will all find* 
place and work in a duly organized system of credit; it is not 
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cooperative unions alone that arc suggested ; every class of institution 
affording facile, cheap, and safe credit is to bo encouraged. But it 
is believed and urged that in the co-operative system lies the larger 
hope for the development of rural society and industry. 

ClcmificulioH of Credit. —Credit is classified under three beads: 
Real, Chattel and Feixonal, corresjionding to the throe divisions of 
capital nz., land, goods and ‘eharactor.’ The chief institutions for 
these three classes are respectively;—(1) the Land Banks of Germany 
Austria and Fiance, with the Building Societies of Fbigland and 
America; (2) the Monts de Piele of Europe; and (■‘1) the Popular 
Banks and Credit Unions of Germany and Italy. In the West it is 
gcneially found that banks are established for, and largely confine 
themselves to, a single class of credit; the Landschaften and ‘ Credit 
Foncier ’ deal solely in real credit; the Mont do Piete is a mere 
pawn-broking institution, the bill of sale or pledge without delivery 
being almost unknown in Latin Europe, owing to the state of the 
law; the Popular Bank or Union which is entirely co-operative, 
deals chiefly in credit based on 'character,' i.e. on personal bonds with 
personal sureties. The English Building Society, which is the original 
of the Madras Nidhi, almost confines itself to real credit, while the 
Madras institution deals or attempts to deal with every class, 
* * * The following are the banks to bo mentioned: (1) 

Land banks proper; (2) special Land banks such as the Rent charge 
banks of Prussia and the Peasants’ banks of Russia; (3) Land 
Improvement banks; (t) Building Societies; (5) Agricultural banks 
(Societies du Credit agricolc); (6) Monts dc Piete; (7) Positos 
or Monte Frumentarii; (8) Popular banks of various types; (9) 
Savings banks; and (10) Agricultural Association with Credit 
annexes. * * * 

Popular Banks. —These are of three great classes, viz., those 
following the system of ScHUL/.E-DEi.iTyscH, of Luzzati and 
Raiffeisen. All are based on the grand common principle of 
mutuality or co-operation ; they are not joint-stock banks, but co- 
operctive societies; the units of association are men, not shares. 

Schulze-Deliizsch Societies. —The first class are the well known 
German ‘ Vorschussvereinethese were principally started for the 
artisan, small trading and professional classes, and their Clientele 
•is largely, though not solely, urban. Tbc foundation principles are 
those of solidarity or unlimited liability, thrift, and the productivity 
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of the loans granted; the area of operation is indeterminate, and 
the clientele all who will subseribo a share, subject however to tKe 
decision of an entrance committee. Thrift is compulsory, the subft- 
cription to a share being a condition of membership; without thrift, 
no credit. Funds are obtained chiefly by deposits attracted by the 
principle of solidarity; loans are granted chiefly on three months' 
bills, Schulze-Delitzscii believing that money withdrawable on short 
notice could only be lent on similarly short terms. 

Beginning in 1850 with a single petty tentative society, established 
solely by the unwearied efforts of Schulze-Delitzscii, a man of very 
moderate means and position, but of unbounded zeal, energy and 
enthusiasm, this class is now numbered by thousands; these are 
grouped in various unions, and these again are linked to a central 
agency ; each bank, however, is wholly autonomous and independent, 
the unions having only advisory and inspecting powers. A congress 
meets annually, and there is a periodical devoted solely to the interests 
of the societies. Audit is provided within the societies by the usual 
committee of supervision, but by the law of 1889, special external 
audit is now compulsory, the unions of societies being generally 
expected to supply such audit. 

Those societies deal in the aggregate in milUtms sterling j the 
1,076 societies which sent in their accounts in 1892 to the Central 
Union showed an own capital of £7,197,927 including a reserve of 
£1,473,702, deposits and borrowed funds of £21,951,159, and tran¬ 
sactions in advances of £78,080,526 during 1891-92; they had 
514,524 members, or 478 per society, of whom about three-tenths 
were agricultural. Their defect is in the shortness of their loans; 
even for the current needs of agriculturists three months is insuffi¬ 
cient; with however the necessary prolongations of one or two 
further periods, current needs may be successfully supplied; but for 
all such purposes as the provision or replacement of stock, for 
improvements, plantations, buildings and the like, they are,obviously 
unsuited. It is however, perfectly possible to adapt these banks to 
all rural needs; loans of longer term can safely be granted even 
under the present system of deposits, and by adopting a system either 
of long term deposits or of debentures or both, loans of any term may 
readily be granted. 

It is said that these banks frequently lose their mutual character, 
and become mere general banks, seeking high profits. In order to 
37 
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develop thrift Sciiul/.e-Delitzscii offered the attraction of profits as 
Ikrge as could he made; the societies have been very successful in 
earning profits^ and the investing members, as distinguished from the 
borrowers, naturally look more to this function than to that of 
supplying clieaii and safe credit. Moreover the Directors have been 
stimulated by substantial honoraria for their services, until this feature 
of the banks has become unduly prominent. A co-operative bank 
which looks chiefly to dividends and director’s salaries is only co¬ 
operative in name. A similar tendency is observable even in Madras, 
whenever societies admit dividends and directors’ salaries as promi¬ 
nent attractions. 

It is believed that loans are chiefly granted for productive 
purposes; that at least is a foundation principle, since Schui.ze- 
Delitzsck desired the material advancement of the people by the 
development of thrift and productivity. 

Members can, of course, withdraw at will, with certain formali¬ 
ties and notice, taking their share values, but not a share of the 
reserve with them j this is common to all co-operativo societies. 

Self-help is the motto of these societies which have neither 
received nor needed any help of any sort from Goveniment, save only 
that of a law which was based upon their own experience. 

■ Luzzatti Popular Banks .—The second class of popular bants is 
the Italian adaptation of the above. Litzzati, then a young Professor 
of Political Economy and recently Minister of Finance, is the founder 
of this system which has firmly established itself within 80 years, 
the number of these banks being now (1894) about 900. In 1887 
there were G l-1 banks, of which 541 reported their statistics, namely, 
members 318,979, of whom about one-third were agricultural, own 
capital and reserve £4,160,000, deposits, &c., £17,280,000, bills 
discounted, loans, &c., £57,000,000. 

The Italian banks chiefly differ from their prototjqies (1) in 
rejecting the principle of unlimited liability, a share capital subscribed 
by members only, and a heavy reserve, serving as a guarantee; (2) 
in keeping dividends and honoraria as low as possible; Luzzati in 
fact, considers that the great danger to co-operative banks is not 
that of failure, but of a success which leads members and directors 
t towards the race for high profits and snug incomes, and he is conse¬ 
quently endeavouring, and with success, to obtain gratuitous or 
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almost gratuitous administration. In this ho is assisted partly by 
the newness of tlie banks, partly by the Italian habit of giti- 
tuitous public administration as scon in the matter of savings banks, 
Monti and other benefit societies. Loans ai‘e also gianted for longer 
terms than in Germany, but the method is still by three months’ 
bills, periodically renewed, since this method gives tlio bank consider¬ 
able control over the utilization of the loans and over the borrowers’ 
punctuality in repayment. 

The societies have, of course, a newsjiaper organ of their own. 

The popular banks, both of Germany and Italy, are able to reach 
the small folk and grant quite small loans; with the Uaipfeisen 
societies they form what will eventually be an almost complete 
banking organization for the smaller folk of the countries through 
which they are ramified. 

Raiffeisen Credit Unions and lUollenilorg Casse Rurali .—The 
Raiffeisen system, also adopted of late years into Italy, is entirely 
rural and co-operative. It is again of German origin, of the humblest 
beginning, and is due entirely to the philanthropic devotion and 
energy of a simple burgomeister (village head), ‘ Rather ’ Haiffeiseit. 
These societies are based on the following principles, which are con¬ 
sidered absolute ; (1) limitation of area, usually to a single village, 
so that the hank may know and be known of all; (2) unlimited 
liability j (3) reduction of the share capital—now compulsory by law— 
to the lowest possible minimum; this principle is expressly intended 
to arrest any tendency to the seeking after dividends; (4) absolute 
gratuitousness of administration, only the actual clerical work being 
paid for, and that on a most economical scale; (5) the utilization 
of the loans only for productive purpose, the word ‘ productive ’ being-/ 
of courae, interpreted widely, as, for instance, for the maintenance 
of the farmer pending his crop, the paying off of usurious loans, and 
the like; (6) a considerable duration of loans, extending ordinarily 
up to 10, and occasionally to 20 years; (7) repayment^by instal¬ 
ments ; (8) entile absence of increasing divitleuds, the shares, of an 
almost nominal amount, bearing only a moderate interest fixed by 
the articles, all other profits being credited to a reserve whicli is 
not the property of membera save in their corpoiate capacity; hence 
it can only he spent in works of public utility. 

These small and weak societies early found the advisability of * 
grouping themselves for mutual advice and moral support; there are 
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now seveml groups, and these again arc linked to a central agency. 
There is also a Central bank for equalizing funds by lending the 
surplus of some to meet the needs of others. The loans granted by 
these societies go down to .sums that would be considered small even 
in India whore money is so much more valuable, showing that these 
societies are, as indeed their constitution and membership indicate, 
the banks of the small rur.il folk. 

Raiffeisen desirwl the moral, even more than the material, develop¬ 
ment of the rural classo.s, and endeavoured, therefore, to eliminate 
the desire for jirotits, foreseeing that such a desire would infallibly 
lead to an opposition lietween borrowing and non-borrowing members, 
and to the loss of the guiding principle of brotherhood and mutual 
help, which was the central idea of Jiis system. 

His efforts were but slowly crowned with success; beginning in 
1849 there were only four by 18G8; since that time they have 
established their reputation and are now developing at the rate of 
several per day; in September 1893 the original Neuwied group itself 
completed the number of 1,000, and it is calculated tliat there are 
already several thousands in existence. 

Their group organization is not so successfully carried out as is 
desirable, and statistics are very defective; it is stated however, that 
not a single society has ever become bankrupt, while the vast increase 
in numbers amidst a poor and conservative clientele, argues their 
extreme suitability to rural needs. In Italy the work of those 
societies has been very particularly described by their founder, Signor 
W oLLEMBORG, and the results as depicted by himself and other 
reporters are encouraging and stimulative in the highest degree. 
Both in Germany and Italy these societies have their organ which is 
devoted to eo-oiierative news. 

* * * 

State Jiaiiks .—The establish men t of State banks is out of the 
question; it is impossible and would, if possible, bo inadvisable. 
Impoasthle since, under the postulates of credit—proximity, security 
of the lender, facility and safety to the borrower—there must be a 
bank in every village, or minor group of villages; such a ramifica¬ 
tion would demand an establishment and find work equal to that 
of the existing Land Revenue Department; it is far more difficult 
for a great central agency to lend annually to millions of people. 
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with the hundred inquiries necessary on each occasion, and on the 
fluctuating security available, than to deal with ordinary land revenue 
duties. No such organization has anj’where except in India been 
even dreamed of; not even in Franco with her centralizing tendencies. 
Nor, indeed, has the State funds for general dealing in ordinary 
credit. Itiadvisahle, for if \)Ossible, it would render the whole popula¬ 
tion dependent upon the Shite; it would enorinonsly develop 
bureaucratic interference in the cve.yday affairs of life, it would be 
an unheard of experiment in State socialism, and would absolutely 
confirm the already overwhelming tendency of this country to look 
to the State not only in all emorgeneies but in the ordinary affairs 
of life, to consider it as answerable for or bound to relieve its mis¬ 
fortunes and to accept the burden of all its debts and poverty; it 
would develop, in a high degree, the habit of attempting to 
over-reach and defraud that entity vaguely known as “ tiovernment ” 
which is usually credited with unlimited means and with the ability 
to overlook individual debts; it would add the calium of the bailiff 
to that of the tax-collector— odio veedyah odium fonehte; it would 
choke all private enterprise and, still woise, the development of those 
habits of providence, thrift, self and mutual help which are among 
the highest qualities of a nation. 

Funoliom of ilie Slate. —But the Stale must assist the development 
of organized credit. The functions of the State in the matter of 
rural credit arc considerable; it must remove all disabilities and 
obstacles which prex ent lender and borrower from meeting on fairly 
equal terms ; it must stimulate competition with the money-lender by 
suggesting and favouring the establislimont of credit associations of 
various classes ; it must legislate for the due formation and manage¬ 
ment of such associations, with a special leaning to co-operative 
associations as stimulative of essential national qualities ; it should 
grant certain privileges which cannot be safely entrusted to private 
individuals ; it should provide for cilicient supervision ; and it may 
grant some moderate subventions, either as woiking or as mere starts 
ing funds. 

The State cannot do much by direct moans to place Icndei-s and 
borrowers on equal terms ; education is a chief means, but one of 
very slow growth. A u-mry laxv is generally a mistake, but the 
modern German form, though fievhaps too drastic in its penalties, is 
a. gr;eat advance upon those ancient laws which lay down an arbitrary 
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rate for interest, as to this day in the United States. The German 
law gives the coui'ts discretion to decide in each particular ease 
whether tliere has or has not been usury, tlie circumstances of each 
contract being considered, and especially any undue advantage which 
the lender may have enjoyed. A usury law on similar lines may be 
wholly though tempoiarily useful. Similarly, it is advisable to insist 
that all jiersons habitually dealing in credit as a business, shall keej) 
a fixed set of accounts entered clearly and distinctly in 2 >roper books ; 
the lack of such registers is daily felt. 

The real method, however, of bridling the money-lender is by 
stimulating competition with him ; in Switzerland thirty years ago 
the complaints against the usurer were as elsewhere ; banks sprang 
up in obedience to the demand and in consonance with favourable 
laws of mortgage, registration and other stimulating eircumstauces ; 
the result uow is that the money-lender is authoritatively declared 
to bo of no account as a factor in genei-al credit, there being about 
900 credit banks of various classes to less than 0,000,000, people. 
* * * * 

While it is desirable to dovcloji the suggestive and educative 
functious of the law and of tho executive in the matter of thrift and 
credit institutions, and to give, hy Jaw, certain jirivilcgos to societies 
established to jiroinote national thrift, providence, and productivity, 
it is to be romembci'ed that neither the existing law, nor the 
Oovenimont, nor the state of society, offers any actual obstacles to 
the establishment of any class of bank or benefit association ; if the 
law does not suggest, it does not prevent; if the executive does not 
belli, neither does it hinder ; if the conditions of society are not all 
that can be desired, neither are they siiecially unfavourable. Compared, 
in fact, with the conditions of Eurojie, especially in the middle of 
the century when banks for the peojilc first arose, the couditions of 
this Presidency (Madi-as) must be regarded as distinctly favourable. 
The right of a.'soeiation for any purpose, jiolitical, social, or economic 
is absolutely free ; fiscal burdens are light, communications, by rail, 
post and telegrajih, are good ; justice is accessible, jiuve, and fairly 
pronijit, while, in the village courts, this Presidency has at hand an 
unequalled instrument for the enforcement of small claims and con¬ 
tracts ; education, though popularly backward, has produced a large 
class of meu who are or may become fully aquaiuted with Western 
ideas and methods, while sufficiently in touch with the people to be able 
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to carry those ideas into effect : the ryots themselves are generally 
shrewd, while the village leaders arc accustomed to comhined effort ari^ 
system, as in the difficult task of water distribution from great tanks, 
compared with which the labour and organization required for manag¬ 
ing petty thrift and credit societies, arc but small. The success of 
the Nidhis, even in villages, proves that there is absolutely no neces¬ 
sary hindrance to the sucoessful working of association either in the 
law or in the conditions of society, although it is most desirable in 
the interests of further action, that certain positive improvements 
shall be introduced aud privileges granted. What is really wanted 
is the advent of men of zeal, enthusiasm, devotion and perseverance 
who will take up the Western ideas and methods, and, by personal 
labour, solve the difficulties of the problem not on paper but in actual 
practice; the philanthropic reformers of the East must sit down 
in the villages as did their prototypes of the West, and must there 
establish the petty societies which, as in Europe, shall contain the germ 
and promise of infinite potentialities. There can be no higher honour 
for any man than to achieve the role of the Schxilzii-Delitzsch 
or the Raifi'eisen of India, and the possibility of filling that role is 
within the power of hundreds of men in this Presidency. 
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j\NAL'iSTS OF TCt'UOPEAN LaND I3aNKS. 

An analysis of the organization an<l methods of the various 
European land banks will gi'. u a more complete idea of Real credit in 
Europe than tin* descrijition of isolated instilnlions or separate 
countries. This chapter refers only to institutions especially 
established for the granting of Real credit, and not to ortlinary banks 
which merely grant mortgage loans as part of their general business, 
nor to Savings banks which place much of their de 2 ) 0 sits in this form 
of investment. 

Character .—All institutions for the special grant of Real credit 
%re classified as private or public. 

Class I .—Private institutions are associations cither (a) of 
borrowers, or {h) of lenders, that is, they are either associations of 
mutual credit consisting of landed proprietors united in a society for 
the purpose of obtaining loans at cheaii rates for their members, on 
the common security of all, or they are ordinary joint-stock companies 
financed by capitalists, large or small, who arc looking for a good 
investment, and who regard mortgages merely as the means of 
returning a good interest on their investments. Each class seeks its 
own profit, which in the former is cheap leans, in the latter high 
dividends. To a great extent the tvvo classes of institutions are 
opposed in ininciplo ; iiractically however the second class are able 
to give chcai) loans by reason of the abundance of their funds, and 
they are obliged to do so by the law of competition. Loans are 
how ever jsrobal ly cheaper on the whole in the former class, since their 
credit is unlimited, they have no share cajiital to absorb profits as 
dividends, and all profits, if any, return to the members. The chief 
exiionents of the former class are the Landschaften of Germany and 
the Boden credit institutions of Hungary ; of the latter, the Credit 
Foncicr of Fiance, and the mortgage banks which have sprung 
up throughout Europe on the model of the French institution. The 
Italian banks arc peculiar. * * * They are ancient banks 

which of late years have received special jirivilegcs from Government 
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on condition of devoting a special department to land credit on modern 
principles as in the French Credit Foncier. These are now known as the 
privileged land mortgage banks of Italy. They are private institu¬ 
tions, several of them, notably the'bank of Naples and Sicily, being 
without shares and dividends, and based upon an ancient rcligiotis or 
pious foundation. Other banks arc of the ordinary joint-stock type, 
but are not allowed to deal in long-term mortgage loans with 
amortization, and upon issue of debentures unless their capital is at 
least £400,000. A new society has now (1890) been promoted by 
Government with a special law iu'aid ; it is however to be a joint- 
stock company, but with special privileges and monopoly, and will be 
similar to the Credit Foncier of France. 

Claii II .—Public institutions are those founded by the State, 
either by Government or by some local body whether province, 
municipality or commune. These arc but few in number and generally 
of no great importance. Germany possesses a few, chiefly the banks 
established to redeem the ancient feudal charges which burdened the 
peasants. In Switzerland some of the cantons, notably, Berne, have 
established State banks which are doing excellent work. Moravia 
was endowed with a similar State bank in 1880. But many of the 
land banks of Europe arc largely controlled by the State j the 
Landschaften of Germany and the Credit Foncier of France are 
notable examples so that it is difficult to divide banks by a hard-and- 
fast line.* * * In Russia there are State land banks of four 

classes ; (1) those directly founded by the State, administered by the 
Finance Minister, and yielding profit to the State; (2) land banks under 
Provincial Governments directed by the Horae Department; (3) 
institutions founded by communes ; (4) institutions under the council 
of a particular charity under imperial patronage j all these were 
started before 1852 and little is known of their working. In 1882, 
a Peasants’ land bank was establishetl to provide capital for those 
peasants who wished to buy out their land ; this is essentially a 
State bank. • 

Initiative .—Generally speaking, all land credit institutions 
prior to 1850 or even 1800 were due to the impulse of Government, 
varying from that of direction or direct fiat, to the mere passing of 
laws favourable to their establishment, such laws being frequently 
necessary by reason of a prior restrictive legislation such as is generally 
unknown in England and India.* * * • 

38 
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Some banks, however, have had a purely philanthropic or patriotic 
yrigin. Apart from the Savings banks—the Italian hanks were in 
many cases works of charity (Monti Pie) and the great bank of 
Naples is the* result of a fusion of seven Monti of old and charitable 
foundation. The chief land banks of Hungary are patriotic and 
philanthrojjic institutions, e.g., the Boden credit institution of Buda 
Pesth, which was established in 1863 by a number of large landed 
proprietors who subscribed foundation shares at fixed interest below 
market rates in order to start the society. It has no shareholders 
proper, and no dividend, and is very successful in its way. Another 
society was similarly founded in 1871, and another, specially for the 
relief of small proprietors, had a similar philanthropic origin in 1879. 

The remaining banks, principally those founded in the latter half 
of the century, are joint-stock banks, due to private initiative, but 
though very successful, they deal chiefly with urban jiroperty; in 
Germany alone thirty-one were founded between 1860 and 1880, 
and others since ; these come under the ordinary law of the Empire 
and not under any special law; on the other hand they are not 
restricted to land mortgage o{)eratiou8 unless by their own statutes. 

Princij>let .—The foundation principle of the several banks is 
various; some are based on the principle of mutuality; the Old 
German Landschaften are the best types of this class, which are 
generally founded by jiersons likely to become borrowers, who, in 
order to obtain cheap credit, unite with an unlimited guarantee, and 
who divide all profits among themselves usually by reducing the price 
of loans. They give very cheap credit through having neither 
capital nor dividends, and through there being no antagonism, but 
rather identity of interest, between the banks and their clients. Some 
are Government institutions founded in view of providing cheap 
capital for agriculture; Russia, the small German States, Switzerland 
and Austria are the chief ex|x>nents of this principle. The modern 
type is that of the joint-stock bank limited, in which money is 
invested fpr the sake of dividends. 

Objects .—The objects of the socities are diverse; in the Old 
Landschaften, the chief object was the relief of the “ noble" 
proprietors, who were much distressed by usury and war. Tbe 
redemption of ancient and oppressive private mortgages by loans 
from the society at moderate interest and on long term is a second 
-and general object. The relief and development of agriculture (^) 
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by restoring to it the capital diverted by usurious debt, (li) by 
providing cheap capital for improvements and for family purpose#, 
(c) by bringing into industrial circulation the petty hoards of capital 
available but unused is a third ; a fourth object is the reduction of the 
general rate of interest by means of institutions of good security 
working on a large scale with cheaply borrowed capital, thus breaking 
the monopoly of the usurers, or of other imperfect methods of supply, 
and governing the rate at which capital could be properly lent. The 
Credit Foncier of France and the institutions based on its example 
are noteworthy examples of this class. A fifth object is found only 
in Ae modern joint-stock pattern, where capitalists seek a good 
investment for their funds, and establish banks for the purpose of 
earning dividends as high as security and competition will allow them. 
A sixth object is that of loans to public bodies—communes (villages), 
district boards, municipalities, Sfce.—for public purposes, the security 
given being that of the eor|R)ratc property available, or the local 
rates and taxes. Here again the Credit Foncier of France led the 
way and has been followed by societies of that type. A seventh object 
is found only in a few special banks, viz., the redemption of rent 
charges, feudal dues, &c., by peasants, especially in Germany, Austria, 
and Hungary, and the buying in of their lands by the ex-serfs itf* 
Russia. An eighth and very rare object is that of dealing solely 
with petty proprietors; in most land banks no application for a loan 
will be entertained when the property is worth less than about 
£83, e.g., 1,000 florins, in many of the banks in fact the minimum 
loan that will be given is 1,000 florins (rujiees) ; * * * 

Real credit institutions in general have, in consequence, done little 
for the small proprietor. A ninth object is that of lending on urban 
property either for ordinary loans or for special building purposes j 
these art all of the modern type, and such operations are expressly 
excluded from land banks proper such as the German Landschaften. 
A tenth subject is the encouragement of thrift by establishing Savings 
banks, in which case loans are given on mortgage by the* Savings 
Banks, in order to obtain a profitable investment of their deposits. 
An eleventh and very important object is that of the new Central 
^Jbanks, formed not to lend dirtot to borrowers, but, almost .solely, to 
facilitate cheap credit by the issue from a central institution of 
national reputation, of central debentures* in representation of 
debentures issued by small local banks. A twelfth object is land 
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improvement, pnre and simple; such are the land improvement 
secieties of England, and the Eandeskulturrentenbanken of Germany; 
these are generally, if not invariably, the last development of 
land credit. * 

Hence banks which grant land credit are as follows : (1) land 
credit banks proper, whether mutual, joint stock or State, such as 
the Landeschaften, the Hungarian Boden credit institution, the Credit 
Foncier of France and the State Banks of various German States 
and Swiss cantons; (2) the rent charge redemption banks as in 
Germany and Russia; (3) communal and benevolent societies of 
various sorts; * * * (t) the Savings banks; (5) ordinary 

banks,* * * (6) Central land banks; (7) Land Improvement 

banks or annexes of banks. 

Capital .—The oldest forms have practically no original capital; 
they were assisted at starting by a subvention, at low interest ie.g. 
2 per cent.) by the State, but they had neither shares nor capital, 
their funds, beyond the above subsidy which was only intended for 
first expenses and as a reserve, proceeding entirely from debentures 
issued in rejiresentation of loans granted, at first in immediate 
representation of specific loans, afterwards, en masse in representation 
of the aggregate of mortgage loans granted by the society. On the 
other hand, the banks of Naples and Sicily have immense capitals, 
derived from religious foundations (Monti Pie), but no shareholders, 
so that they have no dividends to distribute. But, in general, modern 
institutions are joint-stock companies with a substantial capital, 
usually partly paid up. This capital may be foundation or ordinary, 
variable or fixed. Foundation capital is that provided by persons 
either merely philanthropic or interested in promoting cheap credit; 
such are the Hungarian banks above alluded to. In the Hungarian 
Boden credit institution the founders’ shares were £417 each, of which 
10 per cent, was paid in cash and the remainder in bonds which were 
merely kept in deposit, and in fact—in that bank—have been returned 
to the subscribers as not required, owing to the formation of a strong 
reserve to which all net profits go. This foundation capital bears a 
fixed interest of 5 per cent, which is below the ordinary Hungarian 
market rate, and has no claim to any. dividends out of profits. 
Foundation shares may be paid ofE whenever the property of the bank 
permits it, but are alscr retained as fixed deposits. The State 
■ubvention may be called a foundation share, and, as in^ the cantonal 
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banks of Switzerland, frequently takes the form of subscription for 
shares; in many cases it is paid back when a reserve has bceQ 
established. Ordinary sliares neetl no remark. In some banks the 
amount of capital is fixed, so that operations, which are iftjually limited 
to a multiple of the capital, arc also limited, but in most, the capital 
progresses up to a certain maximnm with the operations ; e.y., in 
the Credit Foncier of France the maximum capital lixwl by the 
statutes is £8,000,000 sterling; the actual capital at any moment 
must be one-twentieth of the b*nids in circulaliou and is now (1892) 
£6,820,000, the debentures, mortgage and communal in circulation, 
aggregating about £120,000,000. In the Cerman and Austrian 
banks, the necessary proix>rtion of capital to debentures is I to 5, 
1 to 20, &c. Many banks, even when eoiistituted with a capital of 
their own, obtain State subventions, e.g., the Credit Foncier of France 
has a grant of £400,000, but this is usually credited to the reserve. 

Reserve .—The reserve is an obligatory element in all cases. The 
German Landschaften provide a reserve from the principal or interest 
of the State subvention, from profits, from unforeseen receipts, and 
from profits on the issue of their debentures, from contribution and 
commission paid by borrowers ad 7ioc, and included in the annuites or 
deducted from the principal at the time of borrowing. The Hungarian 
Bodeu credit institution has, as a reserve, the founders' shares—-one- 
tenth paid up—the Government contribution for the purpose, the 
whole net profits of the institution, the special guarantee fund, and 
a percentage payable by the borrower with each annuity. The first 
two have been described under capital; the third is possible in this 
institution, since—as their is no share capital—there are no dividends 
to be paid; the fourth item is derived from a one per cent, deduction 
from the amount of all loans made at the time of payment, but 
returned to the borrower with interest after his loan is paid off: the 
fifth item is a '06 per cent, addition to the annuity. The Credit 
Foncier of Fance takes for its reserve from 5 to 20 per cent, of its 
net profits, and it should accumulate up to a maximum of one-half 
of the share capital. The employment of the reserve is various; in 
general it is to guard against unexpected losses; in some cases its 
interest goes to pay for the administration. The funds of the reserve 
*are usually invested in Government paper or other good securities or 
in small and safe banking operations of quick return. There aire 
special reserves as noted under the Credit Foncier of Prance, e.g., to 
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equalize the proceeds of debentures issued at various rates according 
tot the market; to provide against the loss on repayment at par of 
bonds issued below par ; also for the issue of lottery prizes and bonuses. 

Funds .—^TKbse are provided from capital, from accumulations of 
profits, from Government loans or grants, from mortgage debentures, 
from deposits, loans and bank notes. The first three * * -s 

are comparatively unimportant as sources of funds though all 
important as security ; e.g., the capital is usually only one-tenth 
or one-twentieth of the amount of the debentures issued by the 
society in the case of the German institutions and the Credit 
Fonder of France, and in some, as in the Hungarian Boden 
credit institutions, there is practically no capital, but only a reserve. 
In the later commercial or mortgage banks the capital is a 
real working capital, as in the Hypothekeu mortgage bank of 
Hungary where only one-tenth of the nominal and one-fifth 
of the paid-up capital is used as a guarantee fund (reserve) for the 
security of its debentures; so in Germany, the banks since 1860 
use their share capital in mortgage operations, and with some which 
have not obtained Government authority to issue debentures, this 
capital is an important element in their working funds. Such banks 
can deal only to a very limited extent in loans for long terms 
repayable by annuities. In Belgium in 1890 the paid-up capital 
of the four chief mortgage banks varied in actual fact from one-fourth 
to one-twentieth of the debentures issued, and in Italy in the same 
year the eight mortgage banka—including the National bank—bad a 
capital of £1,760,000, and debentures in circulation for £28,062,.S00. 
As shown in describing the Credit Fonder of France, a certain 
proportion of its capital, and even of its reserve is used in sbort-term 
loans, but this is not its true use; it is a guarantee fund. 

Clientele .—The oldest banks were formed on the principle that 
only members might borrow : this is maintained to this day in the 
Landschaften and is continued in all popular banks and mntual credit 
societies. The question then is, who may become members ? In the 
Old Landschaften only “ nobles ” could be members ; the banks were 
expressly founded for them, the " peasants ” being disregarded. 
Gradually, however, this restriction to some extent disappeared; 
peasants were admitted—with restrictions—to borrow, and the New 
Landschaften generally admit them. But a restrictiou is found in the 
minimum pi'escribed for loans j in some eases loans may not be given 
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.on property below £83 in value ; generally the loans may not fall 
below £42 or a considerably higher sum, their minimum being pres¬ 
cribed by the statutes. Even where the mitiimum loan, is fixed at a 
small sum, iu practice the loans actually granted are considerable; 
small business is risky, troublesome, and unprofitable to the bank, and 
is not undertaken. The Hungarian Boden credit society, for 
instance, had in view the large and medium landholders; it was 
founded by rich and patriotic men of the aristocracy, and, by statute, 
will not lend sums below £83, i.e., pi-actically, on estate of less than 
50 acres, though one-third of the whole area of the country is held in 
estates below 44 acres. As a matter of fact the loans average far 
above the minimum in this as in almost ail other land banks; even the 
cheap and popular savings bank of Milan cannot in practice lend in 
Venetia on estates below 75 acres in area, whatever it may be able to 
do in its own neighbourhood, while the general average of the Italian 
land banks is very far above that. Hence the small proprietors are 
not the clients of the land banks: practically none below the pro¬ 
prietors, who in Germany are known as team-owning farmers, i.e., who 
hold above 15 or 18 acres, can hope to borrow. 

The joint stock banks, such as the Credit Foneier, will lend to 
any one who can offer good real security, but, as a rule have a 
statutory minimum for loans, and iu practice lend considerably above 
that minimum. The real peasant class holding below 20 acres, are 
not reached by the land banks generally; practically they are financed, 
as regards mortgage loans, by money-lenders only, and occasionally by 
Savings banks, except in Switzerland and in some of the very small 
German States. * * * 

State Intervention ,—-The most noticeable feature in the oiganiza- 
tion of these land banks is the pervading presence of the State, in all 
degree#, from the complete direction and control found in the State 
bank#, to the general supervision exercised over private joint-stock 
companies; the State in no case leaves this form of bank to its own 
deviocs, but watches its proceedings with jealous care, and, usually by 
special htw, provides most stringent rules and heavy penalties for 
malfeasance, or even neglect of regulations. It is true that Conti- 
pentaj Europe is accustomed to a general regime very different from 
that of England tod India, where the principle of non-intervention is 
generally held to be the true gospel in political economy, but in the 
matter of these land banks the intervention of the State is so 
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marked as to show that there are jiartieular reasons for it, some 
perhaps historical in the enstom which has continued from last century 
when Frederiek tlie Great erected the first land credit societies by his 
simple fiat, some, certainly, in the nature of the operations to be 
undertaken and the class of people to bo dealt with. It is, in fact, 
held by some Furoiican economists, German especially, that the State 
should undertake banking as it vloes the Post office. Railways, the 
Currency, etc. Others, on the eontrary, object to State intervention, 
as savouring of State socialism, as tending to cramp, or even stifle the 
business energies and independent action of a nation, as developing 
still further that dominant bureaucratic action which is so all-prevailing 
and powerful in Eurojic; .as favouring—in the matter of credit—the 
class of borrowers at the exiicnse of the general tax-payer. Others 
however believe that, while not bound to direct action, there are 
conditions which call for State interference in favour of an industry— 
agriculture—the stability of which is so absolutely necessary to the 
welfare of a nation, and they would admit or even require State inter¬ 
vention by way of encouragement and promotion, subvention and 
guarantee, control and supervision, and privileged procedure. These 
last opinions are almost universal in Europe where the conditions and 
history of society are so utterly different from those of England, and 
it will be seen that State intervention in all the last mentioned forms 
is absolutely universal, not indeed in all forms for all banks, but for all 
land banks in one form or other. 

Government control and sn|x;rvision in v.arying degrees are then 
universal in Europe in the matter of land banks; it is recognised 
whether in France, Germany, Austria or Italy, that land banks 
must bo controlled or at least supervised by Government authorities; 
the absolute need of agriculture for capital on moderate terms ; 
the impossibility and danger under existing conditions of 
supplying it by private lenders; the inability of the people 
generally, under these conditions, to start and successfully 
work a land bank without State assistance and guidance; the 
evil of allowing newly-started banks to risk their credit in loose or 
misdirected operations with the consequent danger of failure and 
irretrievable damage to credit in frightening capital from associated 
and systematic effort the danger that, without euch control, the 
landowner might find that he had merely exchanged the private usurer 
for a mechanical screw-vice provided with powers of coercion, specially 
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supplied, which the usurer lacked, seem to be amonp; the reasons 
which have determined all European Governments to interfei’C more or 
less comjdetely in the f>'uidanee and supervision of the land banks. 
The conditions which c.xisted at the sUrtuig of the banks determined 
this action : the people were either nobles whose position round the 
throne, and iii the then economy of their country, reipiired the support 
of leg^ally secured credit, or they were poor and ijjnorant peasants 
whose very life blood was beinij drained by private ii^ury, nobles and 
[K'a.sants alike were in the hands of the money-lenders, and were 
incapable by their sole efforts of extricating themselves or of inanagin" 
ciedit associations without supervision A^ain, in late years it was 
necessary, in the still uiumi^roved condition of the petty proprietary 
who foim the great mass of landholders to prevent associations of 
capitalists from exploiting the country, as the individual money-lenders 
had done before them; por ('ontfii owing to the extreme difficulty of 
dealing sueoossfully witli ignorant, suspicious, heavily indebted masses 
of small holders, {government connection with the banks was needed to 
give tliat otfieial sanetioii and supjioit winch in much-governod Europe 
IS the tme ipid non of rural dealing. Hence the great difference 
between the history of coni mental land banking and the banking of 
England and Scotland, and it may well be that in this, winch is found 
a necessity in Europe—and stiange to say—a.s will be hereafter seen m 
the most independent of eountnes, the United States of America, there 
IS a lesson for Indian lural land banking. Free banking suits English 
and Scotch conditions and the jieeuhar history and development of 
society and of economic hisfory in those countries, but is not necessarily 
suitable to other conditions as in India; nay, it may be a grave 
error. 

Credit Auricolk.* 

In Europe, rural credit is geneially divided into Credit Foncier or 
immohiJier, and credit mohiher or ngricole. 

The latter form of credit ineludes chattel credit, i.e., the *credit 
based on movables, such as crops, stock, furniture, etc., and personal 


* In Europe the words 'Credit Agricolo’ arc used in a technical sense; they 
do not moan ‘agricultural credit' \,e credit in general granted to agriculturists, but 
those particular classes of agricultural credit not co^erod *by land credit,••namely 
chattel and personal credit 

39 
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credit, or that based on a man's status and general position, his 
character, his property and his leputation. 

Before proceeding to discuss the ‘ Credit Agncole it will be well 
to rehearse? once more the nature of the credit required by the farmer; 
it IS impossible to discuss or devise systems for granting him credit 
unless his needs are distinctly defined and grasped. For permanent 
improvoiiients then, whether of irrigation, plantation, building, level¬ 
ling, and those lengthy operations which convert mere “ annthi tnnsn,” 
or neglected and possibly exhausted dry lands into fertile gardens, 
long-term loans are needed, in which the capital borrowed may bo 
replaced by small annual instalments from the improved income. This 
form of credit is based upon the security of the land itself, which 
remains permanently as the gu.arantee for the loan. This is the Credit 
Foneier. But the farmer, jiropnetor, or tenant, requires other classes 
of credit; he needs money for cattle, manure, now implements, seotl, 
maintenance, wages, rent or assessment, etc., and for this comjiara- 
tively short-term loans are necessary, varying in duration according to 
the class of requirement, from (say) three months to three or four 
yearn. Now, unless, as in Switzerland, mortgages arc cheap and very 
accessible, it is obviously absurd to pledge land for a mere passing 
need. The crojis, stock, and jier&onal status of the farmer ought to be 
amply sufficient for loans necessarily moderate and of comparatively 
brief term; if credit has been effectively organized in a country, 
nothing can be simpler than for the farmer to seek his banker and 
obtain a short loan either on his mere bill or note of hand, or as a cash 
credit, or by a bill of sale, oi in other simple ways. But this is 
precisely what is uuiversally wanting to the small farmer ; universally, 
that is, on the continent of Europe, where “ the ignorant peasants, 
recognizing nothing save that money is necessary, rush into debt, and 
fall into the clutches of men who, under pretext of helping them, only 
desire to cause their rum and to grow rich at their expense." It is then 
the organization of this class of credit that remains to be discussed. 
It wHl be useful, further to point out that discussions in Prance have 
laigely turned upon chattel credit, e.g., in giving the farmer a greater 
borrowing value m his crops and movables by limiting the landlord’s 
privileges over them, in enabling him to pledge his stock, crops, etc., 
without delivery to the pledgee, etc., while in Germany chattel credit 
has never attracted much attention ; it is the development of personal 
credit that has there occupied men’s minds. 
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Tho reason why Germany has relegated chattel credit to a wholly 
seeondary place is (1) that as the landlord has by law the first rights 
over the crops and stock of the farm up to the amount of his rents, it 
is impossible to pledge them by delivery to a third party without 
wronging the landlord, unless with his consent , (2) that crops and 
stocks and furniture by their very nature cannot be removed or deli¬ 
vered to the custody of the pledgee without disturbing or preventing 
the work of the farm. In Germany, therefore, while personal credit 
largely depends u{ion a consideration of the possessions of the borrower, 
those possessions are not themselves given actually in pledge, and 
chattel credit is practically of liltlc use. This is eij^ually the case in 
France, but the course of action has been vastly different; the business 
men of Germany, abandoning the idea of chattel credit, have sought de¬ 
velopment of personal credit, while their confreres in France have either 
unceasingly discussed the possibilities of developing chattel credit, so 
that the debates on the Credit Agrieole in France have been largely 
synonymous with debates on the restriction of the landlords’ privileges 
as entered in the Civil Code, the pledge without delivery, the assimila¬ 
tion of the present borrower to the comiiiercaiil, and his subjeetion to 
the eonimercial law and Courts, or they have attemjited to provide 
agricultural credit, which deals with petty transactions over the face 
of a whole country, by means of central institutions which could not 
jKJssibly touch the difficulties. Ileiicc tho actual result is, that in 
France, where it is extremely difficult to alter the law, altogether apart 
from the practical difficulties in the way of chattel credit, the Credit 
Agricole is, still, a matter of discussion, and the peasant is actually 
without agricultural credit, except in so far as the usual money-lender 
vvill grant it; whereas in Germany certain practical minds borrowing 
the principles of association, unlimited liability and local effort from 
the Landschaften of their own country and the Banks of Scotland, 
have founded the popular banks and credit institutions, which, though 
not yet fully develoiied, have, so far as they have gone, solved the 
problem of credit to the petty proprietor, artisan or tradesraafl, and 
while so doing have fostered and are fostering precisely those habits 
of thrift, temperance, prudence, punctuality, public spirit, enterprise 
and combination, which are the substructure of all permanent and 
substantial progress. France has discussed legal improvements and 
central institutions, the idea of the latter being "based on the success 
of the Credit Foncier, and being equally consonant with the 
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centralizing ideas and methods which lind favonr in that country ; 
such institutions have neither succeeded nor survived. On the other 
hand, the Germans put all legal questions aside and set to work to 
develop local societies for mutual assistance and credit, which draw 
their funds from ont.side by virtue of unlimited liability (solidarity), 
safeguard all internal transactions by the loca.1 knowledge available 
to them as a local association or brotheihood, and have eventually 
supplied by development, the links between themselves united in 
groups, and between theinselve.s and central societies which giew u]) 
to supply a felt want Not only did they not trouble the Legislature 
to alter the substantive law of the coimtiy, but they themselves were, 
for many years, to some extent outside the law, as being socieites not 
recognized as moral and commercial entities , they had no locus sfamli 
in the Coiiits and survived at first solely by viitiie of their own 
meritorious management. The general lesidt is that udiile in Lranee 
there IS—speaking gotn'rally—not a popular bank nor a somety for 
agricultural eroilit, there are in Geimany popular hanks and credit 
miititutious by the thousand, dealing in viiiid eiedit hy tens of nnlhon.s 
sterling and develoiang each year nol meieJ'v in miinbeis, but in 
importance and in beiieileent inlineiice, v'hile tlieir example has hoen 
copied in all other continental eonntiies, and a beguiiimg has, since 
188i>, been made m Fiance also. 

PoiTLVU 11 INKS 

Under this head wdl be described those classes of credit institutions 
which are dcvotcil solely neither to Kcal Credit, nor to tlie Credit 
Agricolc ; but which deal sinqdy with i iedit .such as the}' are able to 
supply. It is not intended to discuss ordinary hanks, hut only those 
particular classes of banking or credit iiistilutions, which have sprung 
up to meet the wanks of the poorer elas.ses, whether urban or rural, 
and which seem to offer a solution of the credit que.stion in its 
ecoiiomie, social, and moral aspect-s Such are principally the 
co-operative credit institutions known generally as ‘ Popular banks ’ in 
Germany, Austria, Hungary, Italy and Russia, the mutual credit 
institutions of R.vtffeisen and Wollemboku iu Germany and Italy 
respectively, eortam other Co-operative hanks, a few Commercial 
banks, and the Central banks for linking Popular banks, &c., and 
supplying them with funds. The first two classes are by far the 
most important and suggestive for Indian needs. 



PKOVISION or DORllOVV'lN(i FAOIUTIES. 


309 


It is to these banks tliat attention is ])iiilieu]arly directed, for it is 
on them chietly that the hojic lesls of j) 0 |)iilaiiziiig an oi'p;aniA'd 
system of credit. It is these banks which, as the I’o|iii]ar banks of 
Sciiulzb-DelitFuScii ill Geimany and Austria, and of Lii/zatti m Italy, 
arc giving credit to the amount ot at least t2.j0,()00,0(j0 sterling to 
small trades jieojile, artisans and agiunltmists, \sbich, as the rural 
loan societies of Haiffeisee' in (Icriiianj. and VV'oi.LiiiiiiORO in Italy aie 
extending credit to, and greatly develofjing the ihaiacter of, the jnirely 
rural classes , which in the form of the 2,300 so-called llnilding 
Societies—really Co-ojierative or mutual banks—in I'nigland have about 
000,000 members and siipiily immense credit on leal s,, nrity ; which 
in America, in several thousand similar Co-opeialive hanks, arc said 
to he a financial factor of incicasing magniliide, likely soon to 
overpass the Savings hniil'i^, and to form tin- chief means of granting 
small loans on Ileal credit. It is these which siipjily not merely 
credit but credit to the very smallest folk They not merely supply- 
popular credit, but they lia\e democrati/id credit , their credit is not 
merely not that daiigoroiis foim of easy eiedit which often luins, but 
is fatiougly educative. It not onlv does not demoralizt' or enslave, 
but directly and indirectly stimulates tlnift, foiesight, oriler, business 
methods, temiicrance and morality, nidudinl improvements, habits ol 
mutual association and self-help. 

These banks have not merely popularized but democratized credit, 
which proceeds from the jicople to the yieople by the poo^ile. Filially', 
it is tins form which has found a Ix’giiining in the hundred and odd 
Mutual Funds (Nidliis) of the Madras presidency', a form of society, 
winch, originating probably in the indigenous Chit association, has 
developed by the adoption of the English Building Society rules and 
principles. 

It will be seen from the mere names of the aliove classes ol 
institutions, that one central idea is common to all, lu , that of 
co-operation or association. That principle is, of course, at the base 
of most modern banking societies. The Joint Stock bank is tlic 
leading feature of recent banking enterprise, and is the latest 
development from the rudimentary system of the private money-lender 
working with his own funds, Avlio siihseipiently' developed into the 
partnership banks which still share largely in this business, esjiecially 
in country places. But there arc two i-adically different forms of 
association, the one is the association of lenders or eajiitalists whether 
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small or larye^ numerous or few, who l)rin<f their funds tog'ether in 
older to earn the lar<^est possible profits upon them. The primary 
aim of this foim of association is larjje and safe dividends, any other 
object bein<; hccondary. But the other form is that of the association 
of borrowers , altliou'^h in the best types of this form capital is 
subscribed by every member, the object of the society is profit not 
thioii<rh dividends on the capital, but lhroii<rli per-sonal use of the 
subsciibcd capital and other capital thereby attracted; it is the jirolit 
of the members not as lenders but as borrowers that is sought, and 
dividends therefore an! not only not the object of the society but are 
opposed to its aims, since hijjh dividends mean unnecessarily high 
interest on the loams. Many societies, therefore, rule out all dividends, 
devoting all .suiplus profits, after the reserve is supplied, to the 
reduction of interest, or to works of public utility ; in others a limited 
dividend of (say) ~j jiercent. is allowed, especially on foundation capital ; 
dividends arc expre.^.'ly recognized as temptations to forget the primary 
object of the societies. Hence, it will be seen that in the first form 
(lenders) the interests of boi rowers and .shareholdeis are opposed, the 
former renuiimg low interest, the lattei high dividends ; in the latter 
form (boi rowers) the interests arc identical, since shareholders arc 
borrowers and re(|uiro low interest first. The two classes of institution 
may almost ho defined respectively as associations of money and 
associations of men. 

Thi.s distinction of interests, radical in itself, is not however the 
only one, i)erh.a[).s not the most imiwrtant Tt is almost universally 
the case that joint stock conipaiiie.s are formeil on the large scale, 
establish theinselve.s in a large town, and work from that centre 
outwards, c.xcept perhap.s in Amciica where the peculiar institutions 
known as National hanks establish themselves in every small town as 
independent institutions, or in Switzerland, where the country is m 
miniature, and “ Governments ” exist for areas with the population 
of a very small taluk, and wdiei'e in conseipiencc small banks start 
up iu every village But m all other cmmtne.s joiut-stock companies 
for credit purposes take their rise and lirst establish themselves iu 
considerable towns, one chief result of which is a. large addition to 
urban business, whether mortgage or personal, but equally commercial 
and industrial, and, finding sufficient employment for capital; these 
do not exiiloit the rural tracts. Hence it results' that, exeejit in 
England where the rural clientele are largely farmers of—to Indian 
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ideas—considerable capital, or country gcntiy, the countryman is left 
without banking facilities. • 

Again, even if such banks grant credit fo the peasantry, they are 
lacking to a great extent in the educational and even guaidian jiower 
which the country banks should jiossess It is the Engli-,h country 
bank, not the great joint-stock associations with iiumeioiis biaiiehe.s, 
which have so long developed and assisted tlie English tenant 
farmer. 

Hence in the histoiy of rural credit if is noticeable that no banks 
have reached the peasants jiroiicr—Swilzi-rland and jx^ihaps Scotland 
excejited—unless they were small local institutions, usually 
co-o])crative or mutual ; even the Savings hanks, when they deal in 
cicdit, have only partly fulfilled this mlo unless they were also 
associations of the above character, oi developed them by their side 
as branches or offshoots. Indeed, except in Scotland, there was up 
to 18.50 practically no banking credit at all for peasants, and it is 
solely owing to the genius of German philanthropists who weio also 
business men, that such credit is now available m Europe, and combines 
with credit, an education m many of the finer social and economic 
faculties. 

It IS then under the form of co-opei-ative credit and not of joint 
stock companies, of associations of borrowers, not of societies of 
capitalists, that rural credit is generally found m Europe. 

These banks are now numbered bj the thoirsand , with their 
aid journeymen become masters, labourers become owners ; hopeless 
debt is banished and the usurer driven out ; agriculture and industry 
developed, and the villages in the [loorest tracts become jirospcrous; 
the illiterate man turns towards education and the drunkard is 
reclaimed ; the middleman is eliminated ; the peasant gets full value 
for his produce, and pays his rent with ease ; village life is stimulated 
by associated action and by the business education of the bank ; 
punctuality, thrift and mutual confidence are taught ; litigation 
decreases and morality improves ; self-help and not that of Government 
or of philanthropists is the main-spring of action , activity takes the 
place of stagnation and routine ; associated action replaces distrust. 
This is true, not of a few isolated villages, but in thousands of cases. 
There are several thousand Co-operative banks in Germany alone, a 
vast number in Austria-Hungary, and about 900 m Italy; the 
business done is enormous and in suras extending downward to bills 
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of loss than ten shillings, wliilo it is on tccord that these societies 
fo't'm evei^ where centres of economic and oven of moral progress. 
These are sohov facts and not coloured pictures of the imagination. 
These hanks are not all of one type , in Cxcrmany there arc the 
Sen oi./.h-Delitzscii and It virfeisen societies with their offshoots; Italy 
has developed a type of its own, and Austria-IInngary while imitating 
those of Germany, has not made uiihmited liahility a necessary 
principle. They appear to be eajiahlo of assiiining vaiions forms 
according to idiosyncrasies of the several conntiies , only in .all there 
must he the coinmoii found.ation piineijdes of thrift and honesty. 
They arc of great simiilicity and are started and managed by the 
people of small villages. There .are no losses when the dncctois keep 
the fiindaini'iital rules of the society, and avoid speculation or doubtful 
loans for the sake of extemling business or obtaining high interest, 
for they develop an amount of d<*vofion on the part of their members 
whieli jneveiits them from allowing the banks or their fellow members 
to lose by their default , the elienteli' is of tlie lowei middle and lower 
classes both urhaii and imal, tons of thousands of members possessing 
ahsolutel} no propeit} exei>pt their liiinesty, jiriidcnco and capacity for 
woik. 

»Scin'r.zE-DET,TTz.scii Loan Societies. 

11 — Herr Sciu’i.ae nET.iT/si.n was a Vill.age ATagistrate who, 

having studied the working cl.issi s of the towns and rnr.al tracts, was 
called to the Prussian National Assembly in 1818. Snbsoquontly 
troubled by parly intngiies he ro-igiied Government service and 
devoted himself with but slight jiccuiiiary resources, to the elevation 
of those whom he saw oppiessoil not merely with w.ant of wealth but 
with w.ant of the power |»ereeive, to strive after and to attain better 
tilings, a liiglier social, mental and moral development. Be it 
ivinombered that the work of Sciiui,zE Dei.itzsch was in its aim no 
less thinly in its lesults essentially educational in the highest sense of 
the word and not merely material. The country and the people were 
habituated to live under Government wardship, and to look to the 
State for all impiovemcnts and for all deliverance from difficulties and 
misfortunes. Schulze Delitz.sch saw that it was essential, if the 
nation was to become worthy of the name, to turn the masses 
towards self-help, .and to accustom them to rely on their own efforts 
and their own initiative to work out their national salvation. He 
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was the more compelled to this as the habit of loaning on the State 
for help in evoiy difficulty, of blaming it for every misfortune, the 
habit of submitting to State guidance, regulations and control in all 
the affairs of life, was receiving fresh development from* the growing 
socialism of the State, Avhieh, in the hands of M iiix, Lassalle &e., 
was assuming its modern form. Schulze Delitzsch conceived this to 
be a radically mischievous development, and he spent his life in comba¬ 
ting it, not by words only but chiefly by his maivellous skill in 
developing into solid fact the idea of co-operation. He saw, perhaps 
he was compelled to see, that jxiwerful as is the pen, it is per se 
Avholly insufficient, even powerless, to act on the classes who form 
the mass of the nation, and whom it was his aim to develop. Hence, 
while incessant in writing, lecturing, exhorting, it was in the creation 
of Buceossful models by the power of his own individual influence and 
within his own immediate sphere, that he chiefly trusted. Neither 
did he attempt a vast agitation nor the institution of a grand society 
te drive all human ills out of the State; he was content to Lay the 
foundation of a hnmble village edifice, which, like some Indian fane, 
should grow from within outwards till it became world famous ; ho 
believed in local growth and the development of individual powers 
inherent in all men, not in the importation of elaborate machinery. 
He had no universal panacea with which, in half a dozen years, the 
nation was to be re-created, and iioverty, the legacy of a series of 
o-enorations, the offspring of centuries of error and oppression, the 
result of social manners, customs and ignorance, the outcome in 
short of its history, was to be straightway eliminated ; ho aimed at 
practical education, and, if his efforts have been crowned with a 
marvellous and probably unlooked for success, it is but the greater 
proof of his wisdom in seizing the true idea of progress suited to tlio 
conditions and needs of his country, viz., the development of the 
individual through association, so that the powerlcssncss, carelessness 
and ignorance of the i.solated worker might give place to the prudence, 
the thoughtfulness, the credit, the strength and self-reliance, of 
banded and disciplined groups. Moreover it was not simple credit 
that he aimed at ; credit without a proper knowledge of its use, ho 
rightly held to be an error if not a fatal injury ; it was disciplined 
and safe-guarded credit, credit based on thrift and prudence and 
having directly a productive object. Nor was it cretht only but all 
the benefits of co-operation at which he aimed. His first association 
40 
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in 18 to was a Friendly Society for relief in sickness ; his second in 
tlfe same year was an association of shoe-makers for buying raw 
material ; in 1850 the first Loan society was formed Avith ten 
members, all artisans. The organization of credit was, however, 
a main object ; lie saw that by tfie aid of a little capital, jiroperly 
employed, the man of prudence and capacity could often raise 
himself a stage higher in the social scale, whereas under the reign 
of usury, borrowing was,simply the beginning of ruin, or at best a 
means whereby the surplus profits of work went to the non-woi'kcr. 
The want of credit may be imagined from the fact that 60 per eenti 
was common, while a workman boi rowing 50thalers (£7-10) for buying 
material might be charged I thaler a day for the loan, or 730 per cent, 
per annum. Hence his attempts to form societies both for lending 
money and for buying raw material. That this usury was not a 
necessaiy rate, but the result of mere greed and monopoly is shown 
by the fact that hi.s petty associations, even at inception when rates 
were necessarily high, could lend with much profit at 10 to 14 
per cent., and speedily reduced their loans to 8 per cent. 

In 1849-50 Schulze Delitzsoh began his famous work with the 
above three institutions, all within Dehtzscli, a small town of 8,300 
people. He arhled to (be above labours that of his pen in the shape 
of small treatises or tracts, and, in 18.54, he started at Leipzig a 
periodical for a eo-oporativo projiaganda, which, in 1861, developed 
into the now flourishing weekly Journal of Co-operation. 

By this ince.ssant individual energy of Schulze Det.itzsch whose 
activity with pen, speech and action was iinbonudcd, thirty mutual 
credit societies had been starte^l by 1858, and by 1868 his efforts 
had lieen crownerl with unexpected success, a success won by sheer 
energy and courage. Not only did his social and political adversaries 
attempt to crush his efforts, but the money-lenders and brokers from 
whom ho was endeavouring to deliver the working classes united 
again.st him ; they prevenbeel his access to newspapers, and thus 
drove hifn to establishing his own periodical and to the issue of 
pamphlets and leaflets. In the early days the police attempted to 
interfere on the ground that the societies were not legal or recognized 
by law ; this nearly fatal interference was successfully opposed. 
His societies in fact under the common law of Germany had no com¬ 
mercial status ; they could only sue and bo sued as a society if the deed 
of constitution was signed by every member, and the result was that 
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they survived by sheer inherent foroo and by the extraordinary 
credit obtained by the principles of their foundation. The societies 
were not recognized as “commeiciar*, not entering injo the category 
of those recognized by the commercial law. Hence, as mutual 
societies, th«y were merely on the footing of ordinary individuals, 
while if they had dealings of any sort with outsideis, they con¬ 
travened the law. The German law of 1868 first recognized these 
societies of unlimited liability as legal entities on a commercial basis. 

Fnncip/cs. —These banks start from the fact that caintal is 
necessary to enable labourers and houesi men to lift themselves higher 
in rank, to improve their methods and in-'iruraents of their work, to 
develop their estate, opportunities and capacity, the object 
of credit IS the capital necessary for these purjio-ses; loans for 
unproductive purposes did not enter into his idea of 'credit.’ Credit 
is, in fact, the power of obtaining capital, and capital is wealth 
to be used productively. But ho had also m view that self- 

help is the only true source of such credit, and that capital obtained 
by aid of philanthropy, chanty, or even of the State except on a 

rigid bu.sines.s footing, is an injury, every act of benevolence 

accustoms men more and more to dependence on chanty; every 
State iiiteiventiou by way of favour rendei's men less self-reliant, moie 
heliiloss in face of difficulty. He disclaimed all external intervention or 
interference, believing that men associated on his jtrmeiiiles were 

sufficient for themselves, and he proved his theory by his success. Not 
only did the Stabi not intervene on behalf of his work, but, after 
Eurojiean fashion, it attempteil to control it by police interference. 
Fortunately these attempts failed. Not only did the State not give 
privileges or freedom from taxation, but its laws did not recognize them 
as civil entities, until the law of 1868 was passed, t.e., until the 
societies had established their position, they had no legal status, and 
could not sue in Court or obtain recovery of their dues; their credit 
was based on their own respectability and solidarity, since not being 
a recognized entity they could not be sued except individually. Yet 
they succeeded and were an established success before the law recog¬ 
nized them. Schulze Delitzsch considered that the only province of 
the S tato was to remove obstacle, and he invoked its aid for this purpose 
and not to obtain privileges which he steadily resisted. 

In fact the great principle which seems to underlie success in 
the Credit associations of " small folk ” is that of self-help ; credit 
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cannot be successfully given to sueli folk by large institutions, and 
credit, which is the result of philanthropic or State effort, is apt to 
bo eitlier abused or abortive; it is abused for it comes in the guise 
of charity, and is received as a mere surjilus of the wealth of others 
which they can easily spare, with similar subsequent grants beside; 
it comes from a general and indeterminate fund, which is poinilarly 
supiiosed to bo inexhaustible. Similarly, when it is supplied by 
government it is not only supposed by the borrower to be 
from an inexhaustible source, so that no one will be harmed 
if it is not reiiaid, but it is necessarily surrounded by the 
lender with so many rules and formalities, that it cannot reach those 
whom it would benefit. Above all, such credit does not educate; 
it docs not teach the borrower that all capital comes from saving; 
yet without this lesson eretlit is dangerous ; credit is only safe when 
it brings with it the lesson that there is no royal road to wealth; 
the mortgage of the unearned increment, the cheap loan from the 
philauthro))ist, the Government fakavi at charity rates, teach the 
ryot nothing, while tending to beget carelessness and improvidence ; 
it is the jiainfully saved surplus from laboriously won earnings that 
is the true educator. “ If he is to value a gift, he must be his own 
benefactor; if he is to deal scrupulously with it he must be its 
guardian"— (Woi.fk). “The only true secret of assisting the poor is 
to make them agents in bettering their own condition "—(Archbishop 
Sumner) , 

As a lulc, too, these banks arc local, and a marked feature if not 
a iirinciiile, of their establishment is the limitation of their area of 
operation. The Schulze Delitzsch banks do not indeed recognize 
any limit, but in practice it seems that each bank operates in a small 
area; in the Itaiileisen banks this is an absolute rule. Hence there 
arises that local knowledge by the bank of its members, by the members 
of the bank and of one another, which seem essential to success in 
bringing credit to small agricultural folk. A further principle is that of 
association with unlimited liability—principle which gives the 
maximum of credit possible in the absence of material pledge— 
compels the admission only of the more prudent and thrifty, binds 
the members together in a spirit of fraternity, and at the same time 
ensures that loans will only be advanced and spent for productive or 
useful purposes. The result of this solidarity of members known 
to be prima facie prudent and laborious, coupled with the material 
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results of their thrift in the shape of share eapital and reserve, is not 
only am ahnndant eredit as shown by tlie deposits, which averaf;& 
about three times the share capital and reserve, but a large freedom 
both from losses or from serious failure. Losses in general have been 
trilling, and such as are incidental to all credit operations, while the 
general annual profits have been good; but it is doubtful if this 
solidarity is essential to success. In Austiia it is not compulsory, 
and only half the societies have adopted \t , in Italy, where the 
success approaches that of Germany, it is practically unknown in the 
Popular banka; the new German law of 1880 eaneels the former 
postulate of unlimited liability for co-operative societies, and grants an 
option between three difEerent methods. 

Methods .—The method is that of an association, each member 
subscribing a share, and thus realizing a share capital to serve both 
as guarantee and as a lending fund, as well as to enforce thrift; 
the association is one of unlimited liability, by the guaiaiitec of 
which and of its shares, outside capital is attracted, which is lent 
out on short-term loans to members only. The profits are credited 
to the share capital, after allotting a certain amount to a reserve, 
and to the payment of the directors and staff. Members can withdraw 
at pleasure, but can enter only after scrutiny by the society. No 
local limits are prescribed, but the office is usually placed in a town 
or large village. 

Formation of a Society .—Seven persons at least must unite to 
form a society; these must draw up the statutes (^krticles of 
Association), the general subjects of which are laid down in the law. 
A board of directors and a committee of supervision must also he 
elected by the general body. The statutes, with the names 
of the directors, must then be registered in full in a register of 
societies kept in that Court of the district which keeps the commercial 
register. The statutes are examined and certified by the Court, 
which also publishes an abstract of them. Only after the above 
registration does the society acquire a legal existence, and’it is then 
considered as a “ commercial ” or trading personality, subject to the 
provisions and with the rights granted by the Code of Commerce. 

Clientele .—Any one may be a member, who can prove that he 
is worthy of being such; candidates must show that they are 
prepared to join in the principles of selfielp and thrift; admis¬ 
sion is granted only after enquiry into the character and 
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circumsbxiiccfj ol tlie eaudklxte by tlie directors or committee of 
Supervision. iVs c.indidates arc <renerally from the same village, 
ixetty town or noiglibotirliood, this is easy enough. Every member 
must sign a dcchu-.it'.on of adhe.-ioii to the conditions of the society. 
The clns'^es jumed at as clientele .ire tlioao who having no 
mateiial e.ijiital, save perhaps some tools, yet possess a moral capital 
in their honesty, industry and skill; those particularly in view wore 
llie urban .aitisau.s, and small traders and agriculturists were not 
specially iivuvided for, but nearly one-third of the members arc 

agriculturists. *■ * * 

The Jimih's in lelnhoa to Ayncultiire . —Scnui./K Delit/scii started 
his banks chiefly for artisans, tradesmen and such like, and without 
speciiil reference to agnoultnre ■ nevertheless they have done a good 
deal for the agncnlturist.s. lie reeognizerl tliat agriculture requires 
loans of considerable duration, while hi.s own banks were restricted to 
three months ’ lo.uii, though with possible prolongations, and he 
carefully di.stinguished between the needs which should be satisfied by 
Keal credit, nud tho'e for which per.sonal credit would suffice. His 
own formula w.is that “the term of loan should be in harmony with 
the ivpioduttion of the capital lent”; hence, for all purposes for which 
three or si.'c monliis would not suffice, o.y., land-iinjirovenieuts, 
pvireliasc of stock, &c , in which the eajntal is more or less fixeil and 
is reproduced oul}^ by instalments, he considered that Real credit was 
necessary, such as tlie Landschaften provide, viz., long-term loans 
repayable by moderate annuities, and financed by the i.ssne of 
mortgage di beutures to an amount corresponding in the 
aggregate to tlie miss of mortgages held by the bank. He 
consequently desired .and proposed (1867) a law wliich should give 
—without spceiiil pvi\ liege—to any institution which should provide 
proper g.iarniitees and fulfil certain conditions, the right to issue 
“ Pfamlbi iefe ” (debentures), subject, however, to the control of the 
State ; these institutions should rather be Co-operative associations than 
Joint-Stock bank.s, the associations consisting of the land proprietors of 
any given area. For all short term needs, " personal ” credit as granted 
by his Popular banks would suffice. His projected law was, however, 
not takmi into consideration, and long-term credit of the Landscliaften 
type is still a desideratum for the ordinary German peasant; long¬ 
term loans uii to ten and even twenty years being, however, to a small 
extent granted by the Raiffeisen societies, * * * 
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Defects. —Thes(! arc (1) the shortness of iHc loan iorm, which 
renders societies loos useful to agrieu!turi‘,ts; (-J) indofinitoness of. 
.area loadui" to a loss of the co-opeiativo bond such iw i« bdt when the 
area is limited, and to a difficulty in olitainie^ informalidn as to the 
borrowers and sureties ; (3) the entire abocnec of control over the use 
to which the loan is I>ut, whereby the societus lose a pnncipal 
safeguard for the v.alue of tlieir tnoniw, .and miss oomo of the groat 
funelioiis of co-operative credit, viz., the eduealion of flic bon on or 
.and the development of jiroduction ; it is even «aul that I'etty us'ireis 
obtain loans to no small extent .and lend out tlie jjiocoeds in their 
own business; (4) the pursuit of divide-uds, wh’ch though tending 
to develop thrift, tend at least, as much to injure the borri'mer, and to 
divert societies into dangerous ]>aths of bnsincs.s. 

llAiFtEiSEN CntniT Unions. 

The Raiffeisen societies are due, as in the case of then rivals, to 
the philanthrojiy, prescience, coiunge, por.-cveraiicc and skill of one 
man, Raiffeisen, a man of slight estate, a burgomaster oi village 
mayor, of very poor liealtli, with no paiticulai property, but of 
unbounded energy. lie has been called the Sr lu lzk Dflitzscti of 
rural Germany, for ho has done for agiieulture,—though as yet on a 
much smaller scale owing to the iiiheioiit diiliculties of the case— 
what his contemporaiy did for tlie towns. Struck by the misery, 
isolation and want of capital among the peasantry, by the shame¬ 
less and fearful usury of the private money-leiulcis, by the absence 
of association and public spirit in the cultivating classe.s, and by 
their need for elevation not meiely in the material but on the moral 
side, he set himself alone and unaided, to develop a sdiemo for supply¬ 
ing the needs lie .saw. Like Schli.ze Delitzscii, talking and writing 
were with him merely subsidiary to action, and that action was his 
own, and not another’s ; be asked for no aid but that of liis own will, 
his belief in his cause and his conlideiicc iii the dormant capacities of 
the jicasaut ; he formulated no great scheme, nor called on*others or 
Government to do so, but began work in bis own village, with the 
inspiration of his own ideas and of the needs around him. lie had 
no ideal entourage for his woik ; on the contrary, the country lound 
Flammersfcld is represented as very poor, the men of scanty means, 
ignorant, very superstitious and overwhelmed .by debt, and las fii-st 
attempt at co-operative effort was on the occasion of a great famine 
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“which decimated the people”; on that occasion, “the usury was 
{rightful and bread and potatoes—the ordinary food of the peasantry,— 
wore not to bo bad.” By personal effort ho united some of the better 
class in a ‘Ccaopei'ative society,’ which imported grain direct, ground, 
baked and distributed it and brought down local prices by 50 per 
cent. ; he also obtained potatoes both for food, and as seed when 
spring arrived. This was in 1848. In 1849, he started an association 
of the better classes, who contributed funds with which cattle were 
bought by the association, and resold to the ordinary peasants who 
repaid the amount with interest in five years by ca.sy instalments; 
tliis was to obviate the ‘ Usnre snr le betail' one of the worst forms 
of usury found in Europe, the cattle dealer often exercising the right 
of taking back his cattle—which remain his till the value is fully 
paid up—if a single instalment of the heavy 2 >riec is in arrears, and 
no return is made of prior instalments : subsequently this took the 
form of an ordinary loan society, the money and not the cattle, being 
made over to the peasant, who therewith bought cattle outright for 
cash. In 1854 R.viffbi.skn founded a society not only for granting 
credit, but for educating orphans, for supplying labour to men out 
of work, for buying cattle and for erecting a library. This was 
unmanageable and was wound up in 1864, and in that year, the 
first regular loan society, under the rules, which, in the main, govern 
these Credit Unions, was founded at Heddosdorf, a village of the 
Neuweid Union, of which IIaippjsisen was the burgomaster. It is 
only from 1804, therefore that these societies took their origin. Till 
1808 it stood alone, 5 wore then newly started and 22 in 1869. 
Until, 1879 progress was slow, but from that time the increase has 
been very rapid. * * * 

Before jiroceeding to further details, it should be mentioned that 
Raiffeisen, to whom this organization of rural credit was solely due, 
was forced by ill-health to retire from public service about 1860. 
Though sick and nearly blind, he then devoted the remainder of his 
life to thig work, dying m 1888 after his societies formed an establish¬ 
ed and successful system. Curiously enough, his work, though in 
Germany, has been attacked by business men and others, on account 
of the Christian and philanthropic tone which pervaded his writings 
and his works, as though a system, admittedly successful from a 
business and economic point of view, were the worse, nay even 
objectionable, for having as motives of action, principles based 
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otherwise than on the desire for gain. Had the societies been based and 
worked on a charity fonndationj the objections might have beefi 
understood, but they are not only business associations^ but business 
successes, and are not open to the reproach of being benevolent 
institutions, they are real associations of self-help and self-education 
of the highest character. 

The CondUions .—It is worth while to note carefully the conditions 
under whieh Raiffeisen began his work, and the conditions of the 
problem ; it is too common in thinking of Europe, to think of its 
general civilization, its wealth, culture and education, and to apply 
these vague notions to minimize the difficulties of the European 
problem, and to exaggerate those of India. The peasantry of Europe 
are not tlie cultured classes, who give the tone and name to European 
civilization and progress j they are often hut barely instructed, while 
their prejudices, conservatism and narrowness of idea are proverbial; 
they are not wealthy but excessively poor j are much in debt and 
ravaged by usury to a degree, of which this presidency (Madras) as a 
whole, knows comparatively little ; what can be expected of them when 
the vast bulk own less than 7 acres per family, and a largo proportion 
much less than that ; vast areas of Europe are bleak and infertile, 
repaying labour with but a bare livelihood often of the meanest kind, 
so that the small peasants obtain a poor subsistence even in good years, 
while droughts and Hoods, h.ail, frost, blights, and cattle disease are 
common fatalities. Moreover, Raiffeisen began his work more than 
forty years ago and Europe was not then even as now; the peasant 
had long suffered from other evils, such as from the want of communi¬ 
cations and of good markets, from general ignorance, from most 
conservative ideas and practices, from the poorest methods of farming, 
from feudal disabilities and customs, which the laws of the earlier 
part of the century had so partially relieved that a fresh set of laws 
was necessary, ending in IS.'iO, to relieve them. Hence, it must not 
be imagined that the task of starting credit societies or niral banks 
among the peasantry was one whit easier in Europe than in the 
Madras Presidency; on the contrary, so hard was it that it took 
nearly twenty years to establish more than the first such bank, while 
the whole of France, the bulk of Germany, Austria and Italy, the 
whole of the Iberian peninsula and the whole of Russia are still 
almost unsupplied, in fact, with rural banks for the peasant, for even 
the 2,000 or so Raiffeisen societies which have established themselves 
41 
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since 1868, when their real development began, are but a trifle even 
ih Prussia alone with its 54,000 communes. 

Baiffeisen was the burgomaster of a village—afterwards of a 
group of villages—in one of the poorest parts of Germany, the 
Westerwald; it had but a “barren soil, scanty means of communication, 
bleak surroundings, indifferent markets." Nature had proved a very 
step-mother to this inhospitable bit of territory, upon which the half- 
starved population—ill-elail, ill-housed, ill-fed, ill-brought up—by 
hard labour eked out barely enough to keep body and soul together, 
with the support of the scanty produce of their little patches of rye, 
buckwheat or potatoes, and the milk and flesh of some half-famished 
cattle, for the most part ruinously pledged to the Jews. '‘That 
reference indicates a peculiarly sore point in the rural economy of 
Western and Southern Germany, which led Raiffeisen to become an 
economic reformer. In this country we have no idea of the pest of 
remorseless usury which has fastened like a vampire upon the rural 
population of those parts. Even the gombeenman cannot compare 
with those hardened blood-suckers. The poor peasantry have long 
lain helpless in their grasp, suffering in mute despair the process of 
gi-adual extinction. My enquiries into the system of small holdings 
in those regions have brought me into personal contact with many of 
the most representative inhabitants—heads of agricultural depart¬ 
ments, judges, parsons, peasants. And from one and all—here, there, 
and everywhere—have I heard the self-same ever repeated bitter 
complaint, that the villages are being sucked absolutely dry by the 
‘Jews’. Usury laws, police-regulations, warnings and monitions have 
all been tried as a remedy, and tried in vain." (Wolff.) 

It was this miserable district “where every little wretched 
cottage and tumble-down house was mortgaged and most of the 
peasants’ cattle belonged to the Jews,” that was sev'ercly visited by 
the famine of 1846-47, and it was the misery of the people that 
moved Raiffeisen to action. Such were the conditions of the country 
and of tRe people, and no more unpromising field could have been 
selected. And the conditions of the problem were no less difficult, 
viz., to supply within, confidence, courage, the spirit of thrift, of 
self-help and of mutual help through association to a peasantry so 
enfeebled, suspicious and dispirited, and to inspire without such 
confidence and credit thAt, upon the guarantee of such a peasantiy, 
external capital should be attracted in sufficient quantities to free the 



PROVISION OP BORROWING FACILITIES. 


323 


peasants from debt and to supply tbom with funds for maintenance 
and production. This is the jiroblcm, such are the conditions, which 
Kaippbisen had before him, and, in his solution of it in its most 
unjiromising form, he has solved the problem so successfully, that the 
system is now developing with immense rapidity, so that the eml of 
next decade may easily see at least 5,000 rural banks of this class in 
full operation. For India the solution of the problem presents an 
absorbing interest, for there arc few, if any parts more dilEcult, to 
deal with, than the scene of Haippeisen’s first success, while in this 
presidency (Madras) alone there are 10,000 villages far more suitable 
than Flammersfeld. But the conditions of the country and of the 
peasantry do not exhaust the factors of the problem, there must be 
imported into it for its solution, the energy, skill and devotion of 
promoters of the Raiffeisen stamp ; so difficult is the problem that it 
has nowhere been solved, save by such imported elements, and it is 
well to recognize this at the outest; given a Schi;i,ze Delitzscu or 
a Raiffeisen, and they will bring bread out of stones, credit out of 
poverty, isolation and ignorance ; without them or some similar 
influence the problem remains insoluble. 

General Results .—The increase in numbers has already been 
mentioned, and it should be noted that this enormous increase has 
practically been obtained since 1868 when the societies first began to 
develop.** Mr. Wolff considers that there are probably above 2,000 
including those that have seceded on minor points only. As 1,730 
were entered in a report for 1889, and they are said to be increasing 
at the rate of at least one or two per diem, this seems a moderate 
estimate. 

The loans granted are small; in 1887 in three societies taken at 
random, 200 loans were granted for £3,091 or £15-10 each ; of these 
35 were below £5, and averaged about £2 ; 139 were below £25, and 
averaged £9-8 ; only 26 were above £25, and none was above £112-10. 
It is clear that these societies have the true peasantry {uj their 
clientele. * * * 

Principles .—There is little difference between the aims and objects 
of Schulze Delitzsch and Raiffeisen, and that which has been said 
above of the former applies equally well to the latter; they differ only 
in the less essential matters of method, and in fhe clientele which they 
had in view; the former founded popular credit for all classes, but 
especially for townsmen, tradesmen, artisans, &c., while the latter 
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had in view simply the peasantry and rural classes. As in the Schulze 
t)elltzsch societies, so in the Raiffei.scn Unions, the principles of 
action are thpse of self-help, association, solidarity, prudence, thrift 
and public spirit, to which, however, Raiffeisen abided unselfishness, 
in that dividends are forbidden; all profits, less fixed interest on the 
very small shares—introduced only in obedience to the law—go to a 
common fund to bo used for pur 2 X)ses of general utility, and not for 
firivate gain. Rviffesien, like Scuui.ze DElitzscii, demanded no 
privileges for his societies, but was content to base their success on 
honest, energetic and prudent action. lu the words of S. Wollemborg, 
who, in Italy has founded similar institutions, he believed that, “when 
a whole class—the peasantry—is in d.angcr, when the need is general 
and abiding, no kind of more assistance, whether from the State or from 
individuals, is of any avail; luther is it mischievous, for it not merely 
leads men to count habitually on such succour, a succour which must 
fail at last, and render more acute the conseipicnt distress, but it 
gradually stifles the feeling of self-reliance and iiersonal responsibility.” 

Whether he was right in rejecting or in not seeking temjxirary 
aid for nascent institutions, is arguable; success may have been 
delayed by the great difficulties of the start; on the other hand, when 
achieved it was undeniably due not to external aid but to intrinsic 
merit. In actual fact, two or three advances have been made from 
the State apparently as encouragement or premia and as aids to audit. 

A great deal has been made of the differences between these and 
the Schulze Dclitzsch societies; but on analysis both seem to have 
similar aims; thrift and the jiromotion of general well-being is the 
common aim of both; but while Schulze Delitzsch places thrift and 
saving prominently forward as the chief factor of credit and of progress, 
Raiffeisen, while anxiously jiromoting thrift, desired to guide the 
peasantry towards unselfishness and jiublic spirit rather than to 
individual profit. Schulze Delitzsch encouraged thrift and attracted 
capital by giving dividends as large as possible, so that there is a 
tendency to opposition between borrowing and non-borrowing membei-s, 
and possibly to unsafe extensions of credit and enterprise. Raiffeisen 
allows no dividends, but only market interest on deposits, and all 
fmdher profits go to a reserve; there is but small share capital which 
is intended (1) for the ordinary purposes of a reserve, (2) for purposes 
of public utility. Exaggerated views prevent the partizans of either 
side from doing justice to the other; both are doing a great work, 
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and while the Schulze Delitzsch banks are far ahead in numbers and 
operations, the Raiffeisen societies deal with problems of far greater 
difficulty, viz., the advancing of small loans for long terms to men 
who, though they possess some property, obtain thfeir profits only 
in small instalments, and after considerable delays, and with a certain 
amount of precariousness and uncertainty ; the mi n themselves more¬ 
over, arc more difficult to deal with than the comparatively businesslike 
artisan and tradesman class. Hence a considi rable divergenci in 
methods as well as difference in results. 

The principle of solidarity is common and e.ssential to both : in the 
one it is simply a means of obtaining credil, m the other it is not only 
that, but a bond of brothcrhooel. 

General Features .—The chief features are (1) that the society 
is absolutely local, the limits of a commune (village) being strictly 
maintained as the limits of membership and of operation, (2) that the 
administration is equally local, members alone being eligible for 
appointment, and is absolutely gratuitous, (;3) that there is but small 
share capital, all funds being borrowed on the guarantee of solidarity 
and eventually of the reserve, (4) that there arc, therefore, no dividends 
to pay, and all profits go to the reserve, (5) that only members, who 
must bo residents of the commune, can get loans, ((5) that loans may 
be of long term, extending to ten or even twenty years, and (7) that, as 
far as possible, all funds arc the result of local thrift. 

Local Characler .—A Raiffeisen bank is simply a village society 
of agriculturists, labourers, and shopkeepers united for common 
interests ; at first a few of the better class unite; these by example 
and precept, draw in others. The first steps are hard, but once fairly 
started, there is little difficulty, as the advantages are manifest to all. 
It is considered that the village should liave not less than 400, nor 
more than 2,000, inhabitants; several small villages may unite if too 
small for a separate society. This principle of restricted area is 
deemed essential : the bank is thus at the borrower’s doors. It can 
be administered gratuitously and by the most trusted men of the 
community; it has a perfect knowledge of the candidates, and can 
reject all unworthy of the honour who would be likely to discredit the 
the society; it tends, therefore, directly, by reason of the advantages 
of membership, to encourage or to incite men to industry, thrift and 
sobriety; as a priest of the Rhenish provinces once said: ‘"The bank 
hag done more in my parish for morality than all my sermons” ; it 
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has a perfect cognizance of the solvency and status of would-be 
bprrowers, and it can and does examine the purpose of every loan and 
enforce its duo employment, for in a village all is open to the eyes and 
eai-s of all ; it Establishes among the members the bonds of confraternity 
and tends to substitute association for suspicion, healthy and active 
communal, yet personally free, action for individual isolation and 
inertia; it forms a centre of local progress and reform. All are 
admissible, even the poorest, who satisfy the administration that they 
are worthy of membership, and, as will be seen in Italy, the mere 
possibility of joining a society has reclaimed men from drunkenness 
and extravagance, and ha.s given them an impetus to sobriety, 
industry and even to education in its ordinary sense. 

Object» of a Socielj /.—These are well expressed in section 2 of 
the mwlel Articles :— 

“The object of the society is to improve the situation of its 
members both maleria/lif and morally, to take the necessary steps 
for the same, to obtain through the common guarantee the 
neees.sary capital for granting loans to members for the 
development of their business and their household, and to bring 
idle capital into productive use, for which purpose a Savings 
bank will be attached to the .society. 

“The Society will also have in view the objects mentioned 
in clauses 2 to 6 of Article I of the Law for Co-operative 
Societies of 1st May 1889.” 

The objects mentioned in the last sentence are— 

(1) The supply of raw materials {e.y., manures, wool, coal &c.). 

(2) The sale in common of the products of agriculture and 

industry. 

(3) Co-ojierativc production and sale. 

(4) The purchase, wholesale, of food-stuffs and agricultural 

necessities and their retail sale to members, 

(5) The acquisition of implements or machines necessary for 
‘ agriculture and industry and their use in common. 

These objects cover a wide field, and, if carried out, would 
develop agriculture beyond belief; it is claimed that these societies 
are actually developing in the direction here indicated, as will be 
seen below. 

It should be noticed that in fulfilling the object of improving 
production, a prime necessity was that of “freeing the members 
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from the grasp of the usurer” and one principal result has been 
precisely this; the usurer has been ousted, and the people set freb 
to develop their farms or industries. No previous liquidation was 
asked for or needed ; the member was a neighbour, his character 
was known, the use to which he intende<l to put the loan and his 
power of repaying it was examinetl, the money was a*lvanced and 
the thing was done. 

The following paragraphs arc taken partly from the Model 
Articles of Association, partly from other sources : Articles, of 
course, differ in various societies, but are genemlly similar to those 
mentioned. 

Members .—All arlulta of either sex, in full possession of their 
civil rights, may become members ; arlmission is sanctioned by the 
directors, with an appeal to the committee of supervision in case of 
rejection. A member may withdraw or be dismissed ; the statutes 
detail the circumstances in each case. It may be noted that 
dismissal is necessitatetl by the removal of the member to a 
village outside the society’s sphere of operations, or if he joins 
another society of unlimited liability, in which case, of course, the 
original society might lose its lien over the member’s projierty. 

Members have the right of voting at the general meetings if 
present in person ; females have no right to take part in such 
meetings, but may vote by proxy. Every member is entitled to 
ask for a loan. They are bound to answer in all their jiroperty for 
the debts of the society, to pay up their shares, to obey the rules, and 
to watch over the interests of the society in every way. 

Administration .—^Naturally the best men of the village form the 
original members, and therefore the original administration •, the 
burgomaster (village head), priest, school-master and bigger poasents 
usually form the nucleus. The society has always a board of directors, 
including the chairman of the association, a council of suiiervision, a 
general assembly, and an accountant. Kegarding these organs Raiffeisen 
said "the directors decide, the accountant executes, the ftommittee 
of supervision oversees.” The directors elected by the general 
assembly represent the society, and have the management of 
af^irs, including the admission and exclusion of members, Ihe 
internal work of the office, the enquiry into, and grant of 
applications for loans. For facilitating ’ loans each director has 
a register, persons in his immediate neighbourhood or hamlet 
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apply to him for loans; on his reiiort the directors consider the 
application, the object for which the loan is demanded, and the 
worth of the siii’eties and of the applicant. The president or his 
representative, or failing them, a member of the directorate 
specially elected by them, represents the society in its capacity of 
member of the Central society. The president has other duties, 
and is held specially accountable for tiie cash and the correctness 
of the books and balance sheet, and for carrying out the decisions 
of the directors. 

The council of supervision has a general control; it is bound to 
see that the directors observe the rules, and that all resolutions are 
carried out; it is required to make a quarterly examination of the 
assets and debts of the society, when the position of each loan, its 
then value, the use made of the loan, and the status and solvency of 
the debtors and their sureties are examined afresli. Hence any 
deterioration of an estato, any misap[>lic.'ition of a loan, any 
degradation of a debtor or his surety, is at once known, and steps 
can bo taken to safe-guard the society, since the members of the 
two councils reside in tlie villages which forms the sole locale of the 
bank. It can, moreover, examine the books, cash and securities at 
any time, si\spcnd the directors or accountant, and call a general 
meeting. 

The general assembly is the source of .all power and is ,a petty 
democracy. It decides the gon<‘ral rate of interest to be demandefl 
from borrowers, and is likely to keep this as low as possible, since 
all the mombors are probable or possible borrowers, and since there 
arc no dividends to j>ay to investors. On the other hand, it requires 
an influential directorate to guide the assembly, e.g., in so fixing 
interest that profits may accumulate into a reserve .as soon as jwssible, 
and thus improve the material guarantee for the borrowed capital. 
No difficulty is found in practice, as the original members, and 
therefore the original directorate, are the most enlightened and 
influential men in the village. Meetings must be held at least 
twice a year, and as often otherwise as the committee or a tenth of 
the members require. It is usual to require all members to attend on 
pain of a fine in the absence of a valid excuse ; this is intended 
to develop the personal interest of all members of every 
degree in the working of their society, and is found very effective. 
The general meeting in these and other co-ojierative societies 
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usually decides matters which, in an ordinary society, are dealt with 
by directors ; it is a small democracy with direct working powers. 

All services rendered by the administration are absolutely 
gratuitous, only expenses out of pocket, if any, are payable to them ; 
the area and number of opei-ations being small, and the accounts 
simple, there is but little trouble. The accountant is the only paid 
official and must not be a member of either committee ; security, 
personal or material, is required from him. He is generally the 
village school-master, sometimes a forest officer, frequently a tax- 
collector, and the remuneration is small. In India the school-master, 
or monigat or ktirnam would naturally hold the post. There is an 
economy about the German and Italian arrangements very striking 
to an Indian observer, who is aceustom<“d to sec every potty Indian 
association, village union, reading-i-oom, &e., spend much of its 
scanty funds on establishment. 

Tlie accounts are very simple, sometimes rough ; but they are now 
regularly audited by inspectors sent round from the central office of 
the group to which each society respectively belongs j those 
inspectors pay frequent visits, point out errors, explain the proper 
methods and forms of book-keeping, and act generally as auditors 
ah extra. Their services are paid for not by each society, but by the 
central office of the group to which each society subscribes annually. 

It will be observed from the above that not only is the 
establishment of the societies dependent upon local devotion, but 
that, once started, they bring men together in association and tend 
to develop in them a most useful and enlightened public spirit; 
they are not merely centres of economic but of social and even 
of moral progress. Moreover, these societies do not spring up 
from the inherent and active love of progress in the village; the 
peasantry of Germany are not very different from other peasantry ; 
it has been only by the unwearied and incessant devotion and energy 
of Hairreisbn and his immediate disciples in this propaganda, that, 
after many years of effort and cxjimple, these societies have' won 
their slow way to acceptance by the villagers. In some cases the 
suspicion of the villagers was overcome by the fact that their principal 
men lent money or placed considerable deposits in the nascent bank; 
this gave confidence, which, when once given, soon established itself 
and the position of the society. It is invariably a case of local 
energy, devotion and honesty. 
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Sharea .—Under the law of 1868 it was not clear whether a 
share-capital was a necessity; it is now placed beyond doubt by the 
law of 1889, and consequently the Raiffeisen societies which formerly 
rejected th*e share system, now require each member to subscribe a 
small share, which, however, only averages 10*., and may be much 
lower. Round this question was the principal strife between Schulze 
Delitzsch and Raiffeisen; the former, accustomed only to townsmen, 
who either had no property but only wages, or who, being in trade, 
were subject to unseen risks, and who operated in trade matters 
entirely out of sight and out of the control of the society, obliged his 
associates to subscribe a considerable share-capital as a proof of their 
thrift and sobriety, and as a material guarantee for their individual 
and corporate debts ; but the Raiffeisen societies, dealing solely with 
agriculturists and villagers, required no such security; each member 
{xissesseil in his little farm, in his cattle and implements, &c., material 
guarantees far beyond those of any subscribed shares. Moreover, 
a peasant, even though he possesses property, has seldom any cash 
in hand, and his savings are necessarily and best invested not in a 
savings bank but in his fields or farm-yanl ; finally, every act of a 
peasant, the state of his crops and stock, his personal jiossessions, the 
new dress bo gives his wife, nay, every visit to the public house, 
is perfectly well known to every other villager. For these reasons, 
Raiffeisen considered that a share-capital is not only useless, but 
mischievous ; uaelesa for, as calculated, shares of even £3 only add 
to the guarantee provided by the solidarity of the members of his 
societies an additional guarantee of 5 or 6 per cent., since 
the aggregate actual property of each member in land, house, 
furniture, stock, &c., probably averages £.’30 in value; mh- 
cAievous, for it keeps money out of the land, members out of the 
society, and induces a habit of looking for dividends, while the 
necessity for giving dividends, joro retards the accumulation of 
the reserve which is a prime necessity. What a peasant wants is 
often not property but simply cash, he is not a pauper, but he requires 
floating capital ; and to demand a subscribed share, the value of 
which is to be permanently locked up, may be, in view of his property, 
an unnecessary burden. Raiffeisen, in obeying the law, fixed, 
therefore, the shares at a very small amount, while encouraging the 
peasant to place any spare cash in the Savings bank attached to the 
society, whence it could be withdrawn at pleasure. 
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As there are, however, shares, there are now dividends or rather 
interest payable on them j the rate is fixed annually by the committee 
of supervision, but must not exceed the rate of interest paid by the 
society on its borrowings ; the amount is credited to the shares until 
they are fully paid up. The general meeting may determine that 
there shall be no dividends. 

Shares cannot be transferred or pledged in any way while a 
member continues in the society; on quitting it ho is entitled to his 
share value. 

Reserve. —This consists of the whole net profits after paying the 
fixed interest on deposits, &c., and the cost of administration. 
It belongs to the society in its corpoi-ate capacity alone, and no 
individual has any claim to any jiortion of it. Should it attain 
an amount larger than necessary, the general assembly can 
devote the surplus to some object of public utility, such as 
special beds in hospitals, the improvement of the village, 
its water-supply, school, &c., or it can lower the rate of 
interest and commission on its loans. Should the society be 
voluntarily wound up, the reserve, less any due debts, must be paid 
into the Imperial bank or placed in some recognized investment, 
there to accumulate at compound interest, till a new society, under 
similar rules, shall be established in the same village, when it is to be 
handed over to them as a nucleus. * * * 

In all cases the reserve is banked with the Central bank 
and cannot be used in the ordinary business of the society. 
The reserves apjiear to have been kept down by the low rate of 
interest and commission demanded from borrowers, who pay 
considerably less than the members of the Schulze Dulitzsch 
banks. 

In spite of the weakness of the reserves, the societies have found 
no difficulty in borrowing, and all losses have hitherto been successfully 
met from the reserves. 

No entrance fees payable to the reserves ate charged to members. 

Funds.—'VhesQ consist of the shares, the reserve and the borrowed 
capital. The first source, as already stated, is insignificant in amount, 
the reserve cannot be used in ordinary business; it is on their borrowed 
capital that the societies work, thus fulfilling the chief function of 
banks, viz., the collection of small capitals and their distribution for 
productive use. 
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. The societies have not wanted for capital, except at the very 
«beginning. At first Haippeisbn found funds only with very great 
difficulty and amongst the richer men who were friendly to the 
enterprise; bis first society could find no friends till a particular 
capitalist came forward and lent about £300 ; gradually, however, as 
the security and regularity of the societies became known, money 
from the country side began to flow in as deposits, so that a Savings 
bank, open to all persons, and not merelj to members of the society, 
is now the usual adjunct of a society, which draws much or even all 
of its funds thence. It is found that the funds supplied by members 
of the association in this way are assuming a larger share of the total 
fvmds borrowed, vti:., about three-tenths, and that these funds are 
being received in smaller and smaller instalments, showing that the 
small peasants have been reached, and that the hitherto inactive 
driblets of capital are flowing in to fertilize the very neighbourhood 
in which they took their rise ; these are assisted by the penny (10 
pfennig) savings system meutionwl above. In some associations the 
deposits of members receive higher interest than those of outsidei's, 
and a large number are actually financed solely from tlic proceeds 
of this savings branch. The confidence of the people in tlie great 
security offered by the solidarity of the societies, most of whoso 
members possess some material i)rojjerty, is shown by the fact that 
in the great war of 1870-71 any amount of funds was offered to these 
societies without interest, capital seeking security only ; it was 
distinctly proved in the official commission of enquiry in 1875 that 
the Raiffeisen societies, by the nature of their own organization, 
though then in their infancy, suffereil in time of panic less than any 
other credit institution, the reason being that lenders were also largely 
members. 

In the infancy of the societies 5 per cent, and oven more is paid 
as interest to lenders or depositor; gradually this is reduced,and most 
now pay 4 and 3J per cent. 

Loaht .—These are for all terms, from a month to ten or even 
twenty years. Mortgages are not refused, but personal credit is the 
usual form, one or two sureties adding their signatures to that of the 
borrower. Cash credits are also granted. Raiffeisen, like Schulze 
Delitzsch, believed in the efficacy of piersonal security; it brings 
together the members of a society, and since a mefiiber will be very 
unwilling to cause loss to his immediate neighbours, especially those 
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who have become security for him, it is one of the most efficacious 
inodes of securing repayment if not punctuality ; but he directed his* 
societies to be very careful not to accept, either as j)rincipal or surety, 
an idler, a drunkard or a spendthrift, and since the societies are purely 
local, it is easy to aviod such Piersons j hence there is not only great 
security to the society, but a direct inducement to the idle, extravagant 
or vicious to reform in order to become members of these useful 
societies. This is no theoretical fancy, hut the result of experience ; 
both in Germany and still more in Ttaly is the evidence abundant 
that these societies do reform these ver^ clas'-es ; that they preach 
temperance and self-control more [iractically than sermon 5 , is the 
evidence of priests themsedves. 

When a peasant desires a loan ho applies cither to the office or to 
the director living in his neighbourhood; cnipiiry is then made as to the 
candidate’s solvency and his giiarantcos, and as to the use ho intends 
to make of the money ; if this latter is approvetl of, the dates and 
instalments of repayment are settled, always in such a manner—and 
this is most imjxirtant—tliat the periods and amounts fixed shall 
agree with the probable receipts of the borrower; the society prefers to 
increase the duration of a loan, and then to insist upon absolute 
punctuality—save in cases of disaster. Hood, hail or famine, &c.,— 
rather than to grant shorter terms with probable inabilities and 
delays. In this way, not only can the society calculate on its 
returns, but the borrower knows his exact liabilities and 
that—save for unusual misfortune—he is safe to have means 
to meet them ; he is also educated in rigid punctuality and 
foresight. 

Short-term loans, viz., those granterl up to one year with possible 
prolongations to two years, or even three, are repayable usually by 
instalments, as Raiffeisen considered this an im^xirtant principle. 
Long-term loans, of which those above ten yeai-s can only bo granted 
by special arrangement, are always repaid by equal annuities, which 
include both interest and principal. It was considered advisable by 
Raiffeisen, and his opinion is largely followed, that all short-term 
loans should be made payable at a particular time of the year, viz., 
that when the members have generally sold their crops ; this differs for 
various neighbourhoods between November and the end of December. 
This practice, however, seems to cause a' risk of leaving money 
unemployed for some months, unless there is competition for loans. 



334 


I’llOVISlON OP BORIIOWING FACILITIES. 


Instalments, or portions of instalments, arc received at any time in 
advance, so as to remove the temptation to spend small sums. 

It is an absolute rule that the loan shall bo for some useful and 
productive purpose j this is, in fact, one of the chief securities for the 
repayment of the loan—a security entirely lost sig^ht of by those who 
demand only material and existing securities. When a loan is used 
only for a productive purpose, including in this definition the payment 
of previously existing debts which enslave the peasant and absorb 
his crops, the lender has the best of guarantees that his loan will be 
repaid ; the borrower is, in fact, in a better position to repay the 
loan than he was when he borrowed it. To this end, not only must 
an applicant state the object of his loan, but the truth of the statement 
must be enquired into by the committee by its local member. If the 
lo.tu is approved of, it must be used for the purpose stated, under penalty 
of immediate recovery. This is not merely for the protection of the 
interests of the society but of the member; it is desired to teach 
members the duo use of credit and to safeguard their true interests ; 
control of the use of credit is the base of tlie society’s action, and the 
abuse of this control is checkctl by the fact that it is the members 
themselves who control themselves and one another, and that the 
members are men of similar position and needs. 

The duration of loans is chiefly from one to ten years ; the 
societies being composed of actual agriculturists, recognize that three 
months are seldom of any use in agriculture; even the Schulze 
Delitzcie banks, where they devote themselves to the needs of 
agriculture, find that their short loans require numerous prolongations 
even up to two years; the same will fie noticed in Italy also. In 215 
societies, it was found that of tho total outstanding amounts 15 per 
cent, was granted for periods below one year, 43 per cent, for one to 
five years, 35 per cent, for five to ten years, and 7 per cent, for above 
ten years. Again in ten societies taken at random, 71 loans, or 11 
[ler cent., were for one year at most, 442, or 68’5 per oent., for one 
to five yeafs, and 132, or 2U'5 per cent., for five to ton years. 

It has been objected, especially by Schulze Delitzsch, that money 
cannot bo lent on long terms (one to ten years) as by the Raiffeisen 
societies without great risk of bankruptcy unless they can borrow on 
similar terms. As a matter of fact, the societies do not generally 
borrow on long terms, their funds are chiefly savings or deposits. 
Schulze Delitzsch and others proved conclusively that, by theory, this 
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means bankruptcy, and that the societies could not succeed, but 
practice contradicts theory —e pur se muove. It is only necessary 
tc point to the German Savings banks, with 55 per cent, 
of their enormous deposits on rural and urban mortgages to 
disprove Schulze Delitzscu’s theory j the savings banks experience 
of Austria, of Italy and of the Unitc»l States is ee[ually conclusive. 
The fact is that the good credit of the societies prevents any lack of 
lenders; it is said, indeed, that tlicy have more money than 
they can lend, probably owing to strictness in lending, that these 
creditors are largely members, that their savings are left for a long 
time untouched; that, in fact, the Imnks find that they can place a 
very large proportion of their funds in long-term investments j finally, 
that long-term loans are all repayable by instalments, so that the money 
is continually coming in. It is true that the societies have introdneed 
a rule that repayment of loans of any term can bo demanded on four 
weeks’ notice, a facility which is also given to the creditors of the 
society, but this safeguard is not use<l in practice except in cases of 
deteriorations, or of misapplication of the loan, or of serious diminu¬ 
tion of the solvency of the borrower from his own extiuvagance. 

Cash credits are not extensively used, Raiffeisen being of opinion 
that they were unsuitable to the smaller class of peasants; they are 
opened chiefly for the better class. Whether the loans are granted on 
mortgage, pledge or personal security, the administration is bound to 
examine, every three months, the solvency of the parties, the condition 
of the property mortgaged and the use made of the loan ; even the 
habits of the individuals are considered. If necessary, a further 
security is taken from him, or the whole debt may be demanded in 
accordance with the terms of the bond. 

The right of the society to demand repayment at any time on four 
weeks’ notice is entered in general terms, but is never practised unless 
the property has deteriorated or the solvency of the parties seriously 
diminished, or the position of the society, by reason of demands, 
imperatively demands this extreme measure. The advisability of this 
clause has been much debated. There can, however, be no doubt but 
that it is necessary where property is being allowed to deteriorate, 
or the borrower is evidently becoming insolvent through extravagance, 
or where he has misapplied money lent for a particular purpose. In 
the first and third cases the nde is universal'in land credit societies, 
and is especially necessary as a matter of eontriftt where the law, as 
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in India, does not make the mortgagor responsible for deterioration of 
the projx;rty mortgaged. But the clause seems indefensible where the 
demand is necessitated by the ^xisition of the society ; it is the duty of 
the society so to arrange its affairs as not to require at call loans 
which have been laid out perhafis in improvements yielding slow 
pinfits; such a clause must produce a sense of uncertainty, 
and might be means of harassing debtors disagreeable to the 
directorate. 

As jiointed out alwve, the loans are usually small; some fall as low 
as 10 or 20 shillings, showing the class of peasants who are admitted 
as members. The largest number of loans are those falling between 
£5 and £25, the average apjxiars to bo about £1.5, or less than half of 
the average of £33 in the Schulze Dclitzeseh societies. 

The general rate of interest is 6 per cent., with a commission 
which raises it to 54 or 6 per cent. It is usual now to take this 
commission in a single payment on the day the loan is granted; it is 
usually 1 }Hjr cent, of the total for a loan of one year; it aggregates 2 
per cent, for loans up to five yeans, and 3 per cent, for those between 
five and ton years. This commission pays the exjxjnses of ailminis- 
tratiou. 

With all the care taken to fix the easiest instalments and diitcs of 
rcp.aymeut, it is found tliat the unpunetuality of the peasants is a 
standing diflicidty; they cannot, without vast trouble, be got to under¬ 
stand the absolute necessity of punctuality, and much hoct is required 
to avoid, on the one hand, a sudden severity which would deter them 
from Incoming members and taking loans, and on the other, a lenity 
which would soon ruin the society. An official Commission in 1875 
commented on this fact, and founil that the lenity of the administra¬ 
tion on this point encourageil the|ieasants in their faults. * * * 

On this point the Neuwied central directorate allege (1) that the 
loans were frequently granted imprudently by the local societies, 
chiefly from a false idea of benevolence or compassion ; (2) that bod 
harvests, Especially in the nine districts (e.g., Coblentz), caused much 
distress and necessary delay. 

It seems, however, also true that some local societies shrank from 
pressing their debtors, fearing to drive them again into the hands of 
the usurers; they did not insist on punctuality and thereby strengthened 
the jieasants in bad habits ; also that the debtors bad the means of 
payment, had they been pressed, and did eventually pay up. 
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It is clear that these faults—undue leniency on the one hand and 
unpunctuality on the other—may easily wreck llie best system. M. La 
Barbier expressly alludes to that idea of peasants (and others) that a 
society (or a Government) is abundantly rich and can afford to wait 
for its money, so that unpunctuality with them conveys no sense of 
fault. Mr. Wolpf, while aflmittin», it would seem, that the peasants 
are unpunctual, considers that the societies are training therti to habits 
of punctuality by insisting inexorably on payments at date. Here in 
India, poverty is too frequently urged as a reason for granting a loan 
of public money, while the ryot—and not merely the ryot—habitually 
thinks that the Government is boundlessly rich and can afford to wait, 
or even to lose an individual trifle. 

Other Objecle ,—The societies do not merely make loans; they do 
considerable business in assisting land purchase. In Germany, as in 
Italy, land is largely sold hy public auction, the purchaser agreeing to 
pay by instalments—a pi-actice which enables him to give a higher 
price from the ease of payment. For these instalments he gives bonds 
to the auction-seller, who in turn sells them at a discount for ready 
money to some money-lender or other capitalist. Should the pur¬ 
chaser fail in any one of his instalments, he finds himself liable to be 
sold up without mercy, unless ho pays a ruinous interest on his 
arrears. The society intervenes by taking the place of the money¬ 
lender at a moderate discount, but requires from the seller a guarantee, 
usually with personal sureties. 

Other objects arc the stimulation of, and assistance to, associations 
for co-operative production, sale and supply; either by the grant of 
advances or bj' establishing them as branches, with, however, liability 
and accounts wholly distinct from that of the parent society. These 
are becoming very successful, and supply associations are mentioned 
as doing business up to £;l,000 per annum, the capital for which is 
originally borrowed from the parent society. 

The same Article, which deals with these subjects, lays dqwn that 
the directors shall endeavour to compose differences between the 
members of the society, and to assist them if they are unjustly injui^ 
by t&ird parties. 

Generat Tlniou avid Groupe ,—As the societies increased in niltiiber 
and importance, it was felt that they should be linked in groups 
fo'r mutual support and for supervision, for the chief difficulty in 

43 
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starting and working these small local societies is not only that of 
their weakness when isolated, but also that of finding capable men 
residing within the area; hence the group and union system. Five 
groups are now in existence embracing probably all the individual 
societies. In addition to these local groups there is a Central Union 
for the whole of Germany to which all societies may belong. Of 
the local groups, Neuweid, the original, will be taken as an example. 
It was founded by Raiffeisen in 1877 with the object of extending, 
developing, and protecting the local societies. One chief duty is 
that of instructing the peasants in the pro[>er use of credit; this seems 
more useful than any other, for cheap credit, without due prudence 
in its use, means only quicker ruin. Doubtless, too, though it is not 
so stated, the peasants are taught the arithmetic of credit, the 

calcidation of profit and loss probable on a given transaction. 
Instruction in book-keeping and the audit of the accounts is another 
chief duty; a regular service is organizwl for this purpose, and the 
inspectors give free instruction in the subjects to the societies that 
ask for their services. Another duty recently undertaken is the 
collection and preparation of systematic statistics; they are still 
very deficient. A further and most useful development is the 
purchase of good seed, manure, implements &c., for the local 
societies upon demand by the latter; e.g., in 1887 the Neuweid 
Union alone furnished to its members, at cost price, 15,000 tons of 
manure and forage, and above 1,600 waggons of coal; in the spring 
of that year, it bought 2,000 tons of nitrate of soda at 88i marks 
per ton, the price otherwise being 130 marks, hence a large gain to 
the members; in 1889 this business had increased, and so again in 
1891, a considerable additional business was done. The steady increase 
of this class of business is highly satisfactory, and it seems that up 
to 1893 the Union had thus supplied considerably over £500,000 
worth of goods. Here, it will be seen, is indicated a rapproachment 
between the duties of the local societies as credit societies and as 
Agricultural associations. Finally the Central Union busies itself 
with the promotion of life assurance, and of assurance against the 
effects of hail, cattle-disease and other frequent disasters. 

The Central Union holds a g^eneral assembly every year composed 
partly of the representatives of the individual societies, partly of 
delegates from the local groups, which represent the societies belonging 
to them. Discussions take place, and a representative syndicate 
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council is appointed. For business purposes, the Union is divided 
into sections or district unions, each with the duties of the general* 
Union. 

Fach local society pays annually 1.5 shillings as subscription for 
expenses, including the price of a weekly newspaper (Co-operative 
Societies Journal) intended to contain statistics and facts relevant to 
the work of the societies. 

Central Banka .—The want of a Central Bank for the use of societies 
either in investing or borrowing was soon felt, for it was clear that 
some societies will, at various periods, have too much and others too 
little money, a Central hank would bring about an equilibrium. 
Moreover, a well-established Central hank would be in a position to 
borrow funds at cheap rates and thus provide for societies in need. 
At first three Provincial banks were founded for their respective 
groups, these again established a Central bank. This plan failed, 
funds being limited to a cretlit of €7,500 obtained from a Provincial 
Hulfskasse (Benefit fund), and the banks were finally closed as 
contrary to the then law. The shares are personal, and cannot be 
transferred without the bank’s consent. No societies are admitted 
as members except those which fulfil Raiffeisen’s six primary con¬ 
ditions, viz., (1) unlimited liability, (3) the intention of promoting 
the moral and material welfare of members, (3) the narrowest 
possible limitation of area, (4) absence of entrance fees, and smallness 
of shares, dividends on which must not exceed the interest paid by 
borrowers, (5) gratuitousness of administration, (6) the accumulation 
of an inalienable reserve. 

The Central bank, as far as possible, adheres to the same condi¬ 
tions ; it is, however, formed as an ordinary joint-stock bank limited 
by shares, and its administration is partly paid; the bulk of 
the responsible work is, however, undertaken by the committee of 
supervision, which is wholly unpaid. The shareholders get dividends, 
but not higher than the rate of interest paid to the bank—about 4J 
per cent.—by its borrowing members; it operates only with its own 
members. 

In order to procure funds, the Articles provide (1) for the issue 
of debentures (Pfandbriefe) with the permission of Government as 
required by law, (2) for the receipt of deposits from members or the 
public, (3) for receipt of commission, and of the difference between 
interest paid and received. 
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It appeal’s tUat the bank is provided with suiBcient funds from 
‘ the deposits of the ^ocal societies; these have always found more 
money than they could dispose of, and this siirjdus can be de]K»sited 
with the Central bank at 4 per cent.; the bank lends those deposits 
to societies requiring funds at about per cent, with a small 
commission. 

The bank is authorized to invest its funds (1) in aceounts-current 
with its members (societies), (2) in discouiitiug bills and in loans on 
pledge, (3) in mortgages or purchase of rent ecrtilieates, (4) in 
immoveable property, (.’i) in paper issued or guaranteed by the State 
or a commune. 

The Central bank is doing a useful and increasing business; and 
apjiears to be solidly based. 

Other Unions have followetl the Neuweid example in starting 
Central banks, e.g., Westphalia and Hesse Darmst.a<lt (Offenbach) ; 
the Articles, conditions and opemtions of these are similar to those 
of Neuweid, but the Offenbach bank is somewhat more liberal in 
admitting as members societies which do not ailhere absolutely to 
the strict Raiffeisen principles. 

In other Unions, the local societies utilize oixlinary banks for the 
deposit of their surplus funds and for obtaining credit. 

In Hanover a Co-operative Banking Corporation (Limited) has 
been formed under the law of 1881). 

It has been objected that these banks being specialized for agricul¬ 
tural loans, oiieratious would fail, since they would have to receive 
and disburse money at given {leriods, e.g., after harvest and before 
cultivation, and would not be able to maintaiu an even current 
of business. The result, however, proves that these special banks can 
maintain their position, and though no great profit is made, this is 
not their object; they were formed as a channel of communication 
so as to maintain an equal financial level in the various local societies; 
this object has been successfully achieved. 

There ai’e then in fuU operation a vast nunaber of very 
small, autonomous, village loan societiess, of unlimited liability and 
wholly rural, if not agricultural, drawing funds largely from the 
savings of their members, cheaply, almost gratuitously arlministered, 
aiming at the moral as well as the material development of their 
associates, teaching thenl the use of credit and guarding them against 
its abuse. These societies, originally isolated, are now linked in 
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Unions or groups for mutual support, inspection and instruction, and 
in order to equalise their funds and provide, if necessary, other funcfs, 
a Central bank has been started for each Union winch receives and 
distributes the deiwsits of the societies which form its’ sole clientele 
and body of shareholdere. These Central banks have wisely provided 
in their statutes for obtaining funds ab rrtru, chiefly by the issue of 
debentures and receipt of dejiosits, but have not yet had occasion to 
do so. It is strange if in this orpfanism of village societies, autono¬ 
mous and independent, )^et, as members of one boily, linked to, and 
siipixirted by. Central directomtes and hanks, there is not a seed which 
may take root and grow in Indian soil, as it has done in Germany, 
Austria and Italy. 

Dtffetences hchcccn Uie Schulze Dehlzxch nud liaiffenteu Soric/ies .— 
There has been almost, from the first, a regrettable controvcr.sy 
between the two classes of societies, or between their 
princiiial men, a controversy amounting almost to party strife, 
and as unnecessary as bitter, seeing that both classes are indepen¬ 
dently useful. It is advisable to mention the points at issue in 
order to assist the future practice of this country. 

Both philanthropists started with the same idea, I’iz., that of 
providing cheap capital for those, who were debarrcil from it by its 
enormous cost, cheap credit for those, who were exploited by the usurer, 
tlieir object was to supplant the individual lender by the organized 
bank. Both saw clearly that thrift is at the base of any possible 
system; only persons who showed themselves able to save were deemed 
worthy of credit; saving, moreover, as the only basis of capital, 
is a sine qua uou. Here, however, the two systems divergetl; Schulze 
Delitzsch began to foster thrift by rewarding it with dividends and 
and profits as high as possible, thus placing the interest of borrowers 
in opposition to that of lenders; Raiffeisen placed the interests of 
the borrowers first and allowed no dividends. The difference is 
considerable, the former tend to become joint-stock societies, in which 
investments seek high dividends, some societies declaring* dividends 
to members of 30 or even 66 per cent. (Wolff), a result hardly 
commensurate with anything but usury; the latter preserve intact 
the co-operative idea of mutual help, and yet are eminently successful 
both in attracting abundant deposits at market interest and in help¬ 
ing borrowers, the interest of all members is that of the borrowers, 
actual or possible, and there is no antagonism between investing and 
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Raiffeisen throughout the couutry side. It is personal devotion alone 
which effects great reforms among the poor and helpless. 

Popular Banks (Luzzatti). 

Object* and Character .—The following extract from No. tI'It 
the Foreign office Report explains the objects and character of these 
banks:— 

“ Like the Credit Unions founde<l in Germany by Schulze, the 
Italian Co-operative People’s banks are simply associations, by means 
of which artisans, ]K'asants, small tratlesmen, and, in fact, all classes 
of persons who, though honest and intelligent, could not otherwise 
obtain credit without submitting to every form of usury, combine to 
establish a local self-governing institution of credit to meet their 
requirements. 

“ They are based upon the principle of self-help, and aim at 
developing habits of prudence and thrift in their members, by 
providing them with a jtrofilable means of investment for their 
savings, while they seek to put down usury by the facilities which 
they afford for obtaining loans and advances of money at a reasonable 
rate of interest. 

“ The members, being at once the proprietors of the bank and 
its clients, have a direct interest in its making a profit, and a sufficient 
inducement to keep the latc of interest charged on loans and advances 
within proper limits. 

“The pecuniary interest of each member in the association, 
thro'igh the shares 8ubseribe<l by him and his contribution to the 
reserve fund, offers a material gn.arantee for the punctual repayment 
of his debts to the bank, and a morat guarantee is ci-eated by the 
restrictions imposed upon the admission of new members, and the 
sale or transfer of shares, which must be submitterl to the board of 
directors,for approval. 

“ In connection with this subject. Signor Ltizzatti observes that 
' in an ordinary joint-stock company the member’s money is the main 
object considered ; but in a co-operative credit association the person 
of the shareholder is of much greater importance than the share 
itself, since in the latter society the moral worth of the persons who 
compose it, uniteil as they are for the purpose of obtaining, by means 
of co-operation, the credit which they would not find in other 
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institutions, supj)lemonts and completes the material worth of the 
shares, which are accumulated gradually, and even in some oases l>y 
weekly instalments of a few centimes.' 

“ In order to secure the ctHeicney of such a moral guamutee, it is 
most desirable that the members of the association should be well 
known to each other, especially during the early period of its existence, 
and that the bank authorities should maintain a strict supervision 
over the granting of loans and advances. 

" The area in which the operations of the bank arc carried on 
must therefore not be too extensive, so that its members may have 
frequent opportunities of intercourse with it and with one another, and 
be able to take an active part in its management without jiersonal 
inconvenience, and Sionor Tjuzzvt^i accordingly recommends the 
conversion of branches of existing banks into independent institutions, 
whenever their condition is sufficiently flourishing to justify such a 
course, as well as the foundation, in largo centres of poinilation, of 
small independent banks, side by side with those already established " 
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{^Extractst from Sir P. A. Nicholson’s Report pp. 242-73i] 
Madras Loan Societies (Funds—Nidhis). 


The leading idea of these Nidhis is mutual credit; a certain 
number of men foim a company under the Companies’ Act, and 
attract other members; these pay a monthly subscription for a given 
term, at the end of that term affairs are wound up and profits 
divided. Members may get loans from the society, repaying them 
with interest by monthly instalments. The idea is sound, but requires 
development; at present they are of very limitetl scope and fulfil 
merely the object of the similar class of Building Societies of Great 
Britain and the Unitetl States, on the mo<lcl of which, ev'en to the 
verbal adoption of their rules, they have been foundetl. It is curious 
that these societies, as their histoiy will show, might almost have 
been developed directly from indigenous practices, viz., from the 
Kuttu-cUit system, a fact which forms a striking argument in favour 
of the suitability of the Fund system to the presidency, and gives 
promise of its great future development as a method of thrift and 
credit. The enormous development of the present system iu England, 
and especially in the United States, where it apjpcars to be rivalling the 
Savings Bank, is a pioof of its general suitability to small folk, and 
it can probably be atlapted to suit rural and agricultural needs. 

History .—The Nidhis, as now found, originated in Madras, in the 
Fund called the Sadar Court Fund, open to officials only; it seems to 
have been started about the middle of the century. But the founda¬ 
tion principle, viz., that of association for mutual credit, is found in 
the indigenous ‘ Kuttu-chittu ’ system, which is universal throughout 
the presidency. 

This latter system depends ujxm (1) association, (2) confidence. 
(3) honest dealing, and its universality speaks highly for the general 
honesty of Madras villagers, for the power of the village and caste 
system to prevent fraud, and for the possibility of a development in 
Madras of European associations based upon similar principles. 
Briefly it is as follows; a number of men unite to subscribe periodi¬ 
cally a small sum each, say 50 men agree to pay Re. 1 per month for 
fifty months ; each month Rs. 50 are subscribed, and lots are drawn 
for the total sum ; the winning lot takes the pool; next month the 
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Bame fifty subscribe, but in drawiiij' for the pool previous vvinnei’s are 
excluded; this continues for the whole fifty months till each subscribef 
has received Rs. 50. This practice—a necessary system where there 
is no such thing as even a Savings Bank, and where deliberate hoard¬ 
ing for many months or years is a most difficult operation—gives men the 
use in lump of a considerable capital, repaj'able by small and easy 
instalments; it is most useful for building houses, starting a shop, 
buying a j’air of cattle or piece of land, &e.; it is clearly the result of 
the village self-contained system in a country devoid of banks and 
communications, and where permanent emigration, even to other 
districts or villages, was still of late peifectly unknown. It is said 
that, whether from honesty or fear of the consequences, the system 
is never abused by winners prematurely withdrawing frem subscrip¬ 
tion. It will be observed that there is nothing of a lottery in this 
proceeding; the element of chance appears only in the order in which 
the subscribers obtain the pool ; every subscriber obtains it in turn, 
it is not a gambling transaction in which one peraon obtains a given 
sum by mere chance to the loss of others ; it is no more a gamble than 
the drawings by which in England, as in Eui'ope, it is decided what 
particular debentures shall be paid off. 

A further development, however, is next found; the subscribing 
members, or more usually the promoters of the Fund, desire to obtain 
definite and increased profits for themselves, drawn from the need of 
the subscribers; instead, therefore, of drawing for the pool, it is put 
up to auction in lump or in lot; the lowest bidder takes the amount, 
that is, the one who bids the lowest sum below Rs. 50, say 40, obtains 
only that sum, but gives a chit or promissory note for Rs. 50, the 
difference, Rs. 10, is divided as profits among the other members. 
This is similar to the Building Societies system, where loans are 
knocked down at auction to the man who bids the highest interest, 
or the largest premium; in both cases it is apt to become an exploita¬ 
tion of need or of recklessness, the man most in need of money has 
to pay as high as possible for the accommodation. It Bas been 
common in India, as elsewhere, to get up societies for the sole purpose 
of providing the promoters with a living; the so-called “ directors 
get together the subscribers, and withhold Re. 2 in every 50 rupees 
as their own remuneration; these are not regular village or communal 
institutions but outside speculations: in sbme cases, the borrowers 
consequently defrauded the promoters by refusing payment, knowing 
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perfectly well that it would not pay their creditors to sue them in. 
•Court, at a distance of jjerhaps 20 miles, for sums of only Rs. 20 or 
Rs. 25, hence the bankruptcy of some such Unions. These Unions 
are useful aiui legitimate, but when they arc not sustained by village 
authority, by the power which a local community or caste has over 
its individual members, they are very apt to fail, for human nature 
can seldom pass the chance of a good thing at another's expense if 
there is practically no risk. 

The first Madras Fund (Nidhi) further develof)ed the system; 
about 1850 certain Court and other employes discovered that they 
were being ruined by usurens, and determined to start a Fund to give 
persons of fixed income a chance of borrowing at equitable rates. 
The model selected was the English Building Society so-called. Why 
this particular class of society was adoptf'd, or who suggested it, is 
not known, but it is clear from the rules and methods of the Nidhis, 
which reproduce, in many cases verbally, the rules and conditions of 
the English exemplars, that some keen-sighted man discovered the 
suitability of the Building Society to presidency needs j possibly the 
original idea was actually to provide houses for subscribers. The first 
Fund was a 'Terminating' Society with a seven years’jieriod; each 
subscriber agreed to pay for eighty-four months, when the Fund 
would be wound up and shares repaid at Rs. 102i jHJr 84 received. 
From the collections loans were granted to membere at jier cent, 
interest with penalties for delay; the loans, repayable by the monthly 
subscriptions, were usually on mortgage, and the order of granting 
them was determined by lot; the cost of establishment was met from 
the penalties and from a charge for commission. Branches were 
subsequently stai ted; these were found expensive, and it was 
determined to make the Fund permanent, that is, a new scries of 
subscribers were admitted and shares o[Kmed every year, and finally 
every month, so that there was a continuous influx and efflux of 
members and shares. 

The *Fund continued in much prosperity and favour till 1872, and 
many others were started in Madras in imitation of the original; 
some were genuine Mutual Societies, some were for the benefit of the 
promoters and direotore; some adopted the practice of selling their 
loans to the lowest bidder, so as to obtain high profits; some ehai-ged 
10 or 15 jx’r cent, oi othei'liigh iiitercston their loans-; as in the English 
Loan Societies, a sound piinciple was often abused for the sake of gain. 
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But about 1872 it was discovered that the societies were all 
illegal and had no civil status, not having been registered according 
to the Companies' Act, which, though for many years in force, was 
unknown to the very companies which should have registered; it is 
a very peculiar fact that at the very head-quarters of tiade, the 
existence of the Act under which companies were bound to exercise 
their trade was even unknown to them. The result of the High 
Court's judgment was the collapse of many societies ; debtors 
knowing that the societies could not go into Court refused to pay ; 
even after registration the societies could not sue for acts done 
before registration, and the result uf course was liquidation. Some 
were re-established and duly registered, but the loss to the various 
societies was calculated at 20 lakhs. 

Other abuses also crept into certain societies ; the energetic 
and honourable men who began the Nidhis died or retired, and in 
some cases wore replaced by unscrupulous, inca)>ablc or negligent 
men ; subscriptions were misappropriated ; in one fund many 
thousands of rupees of profits were devoted to the payment of handsome 
salaries to directors, promoters and staff ; many bogus societies were 
started in Madras and in the mofassil for the sole puiq>ose of enriching 
the promoters by sheer fraud ; splendid jiromises were made and for 
a while fulfilled, till confidence produced large subscriptions when the 
“Fund" closed its doors; impossible profits, such as 2 riqiees for every 
rupee subscribed, were jiromised; these sham com 2 ’anies even got the 
nickname of ‘Lubbuck' (literally, gulping or devouring) funds, and 
were a disgrace to the community, and a source not merely of 
immediate loss, but of much subsequent distrust of Credit Societies. 
* * * A large number were started and closed to the ruin 

of many investors. The following table gives particulars from 
1872 



Average number 

Period. 

annnally 


m existence. 

1872-77 

37* 

1877-82 

68 

1882-87 

167 

1887-92 

... ... 186 


In 1872 there were 20 Nidhis; 93 in 1882 ; 269 in 1886-87; 
and 135 in 1891-92. In the five years ending 1892 no loss than 
260 societies disappeared, 181 of which were in Madras town alone. 
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Doubtless many of these were the irregular and often fraudulent 
Benefit and Insurance Societies described in the papers read in 
Government Order No. 3368 Judicial of the 7th December 1885, 
where one person is mentioned as “director” of six Funds, though ho 
had been “at least thrice punishetl for theft, misappropriation, &c.” ; 
another was a petition-writer, and so on ; these were started, received 
subscriptions and disappeareel, the “benefit” being only to the iiromoters. 

For the present study the winding up re^iorts of 70 regular Loan 
funds taken at random from the registrar’s roeoixls have been 
analysed ; 4'Z fell because of the failure of subscribers, especially 

those who had borrowed, to pay their dues, probably owing to laxity 
and mismanagement; !) fell because of the misconduct or 

fraud of the secretary or other officers ; 9 simply decayed, 

getting no business ; the rest from various causes; natural 
expiry being the reason in only 3 eases. Abuse of jxiwcrs and 
cmbcE/.leincnt by the secretary, absolute negligence by directors of 
the rules of the society and of business methods, disregard by 
directors of the share-holdciv, the falsification of accounts and records, 
dishonest withholding of re]>ayments by borrowers, and negligence 
in subscrijition by non-borrowing members, are the chief features of 
these reports. 

The notorious case of a c*>rtain “Bank” quite recently started 
under most excellent auspices in Madras is well known ; the rules 
provided especially fur audit, and yet the funds disappeared almost, 
from the beginning ; the resolutions of the general meetings and the 
petitions put into Couit and the pi-oceedings in Court disclose 
oxtiuoidinary laxity and negligence. 

The history is very instructive ; it shows that, in the infancy of 
a movement, the energ^q devotion, zeal and honour of the early 
juomoters may suffice to thoroughly establish a paying business on 
just and honovrrable pvincqdcs ; that success means ready imitation ; 
that m the imitations and even in the originals there is no intrinsic 
guai-antee that the high juineiples of the original promotel's will be 
sustained ; that if the 2 ^*'inviple faire” he allowed free 

course amidst a neeily iK»pulation, much too ignorant of business 
to be able to guard their own interests, that 2 )rinciplo will be abused ; 
that the mere fact of laws, even if suitable, being in existence, is 
insufficient, unless there is a specific authority whose S2‘>ecial duty it 
is to work oi sU 2 )t'ivisc the woiking of those laws. 
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The above ha<! been simply a sketch of the development of the 
Fund idea; as regards the Nidhis themselves, it is found that they 
have been jirorhoted either by a philanthi’opic desire to relieve men 
from usury and provide a means of saving either for specific purposes, 
such as marriages, house-building, &c., or for general thrift, or by a 
hoixj of obtainig profit for the promoters, or by a mixture of both 
expectations. Individual energy has always been the proximate 
cause ; merchants, officials and vakils have, in most cases, been the 
active promoters. Sometimes public meetings were called or printed 
notices issuetl, but generally it a|>pe.ar-. tliat t lie society developetl by 
simple accretion, not—after the first effort—by an active in-gatliering 
of members. 

The history and gener.al pnneijiles of those Nidhis having been 
given, it will bo well to describe them further under the following 
heads, wiV., (1) objects, (^) [irinciples .an<l constitution, (3) methoilH, 
(4) Government intervention, (5) results, (0) advantages, (7) defects, 
(8) difficulties. 

Objects ,—These are described as the facilitation of savings, the 
relief of members from old debts, the deliverance of them from usury, 
the accumulation of a fund for special purposes, such as marriages, 
the grant of loans on good security for all purposes, whether for 
domestic ceremonies or maintenance, for exixuiditure on jewellery, 
on house-building and repairs, on land, &c. Members alone are 
generally contemplated, but, in fact, surplus funds arc fi-cquently 
lent in small lots to outsiders at a somewhat increased r.ite of 
interest; in such cases the material security must be carefully looked 
to, since the society lacks that derived from a borrower's membership. 
An unexpressed object is also the provision of salaries or profits for 
the promoters, directors or officers—a perfectly legitimate object, but 
one that is apt to interfere with benefits to borrowers and members, and 
tends to departure from the strict rules of the society. The receipt 
of deposits is not usually a primary object, in some societies it is only 
of subsequent introduction j in haixlly any has it obtamed any 
considerable position. It will be seen that the scope of the societies 
is limited, they arc not Banking societies so much as Mutual Loan 
societies, and they thus fail in one great function of banking, viz., 
the concentration of idle hoards for productive purposes. 

Principles and Constitution.—Classes of Sociefp .—There are 
several classes of Funds, the regular permanent Nidhi, the 
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Terminating society, the Chit associations of various sorts, and 
the Benefit societies. Of the Terminating societies there is one 
which is thorojighly rural, its promoters are village residents, none of 
whom knows English, its clients are largely agricultural, its original 
term was for seven yoais, on the expiry of which it was wound up 
with a net book profit of lls. 2,400, of which seven-eighths would, 
when realized, go to the directoro; about half was still outstanding. 
The society was re-started immediately on a much larger scale 
embracing distant villages, and is therefore likely to be lai^ely 
defrauded or to lose heavily. The Chit associations calling themselves 
Nidhis vary in method, in one town the method is as follows: each 
100 members form a class or group; these subscribe 1 lupee each per 
week; from this Its. 100, Rs. .» are deducted as commission to the 
director, and the balance, is put up to Dutch auction: the bids go as 
low as Rs. 74. The ditference between Rs, 74 and Rs. 95 is divided 
among the 100 members of the class. The borrower executes a 
bond with sureties for the whole sum and repays it by the usual 
weekly subscription. No interest is charged, but the premium and 
commission amount to very heavy interest. In case of failure to 
repay a suit is filed; one of these Funds, started in 1890 at the 
head-quarters of a District Munsif’s Court, had, in less than three 
yeare, filed 150 suits; another started in 1891, had filed nineteen in 
twenty months. The Benefit societies are those which provide 
money for various domestic and social occurrences by means of 
subscribed shares, some arc, or were. Insurance societies ; these have 
mostly died out, and the so-called Insurance societies described 
in Government Order, No. 3308, Judicial, dated 7 th December 
1885, would never bo tolerated under the control of a proper 
law. These societies do not come within the scope of the 
present study. 

The central structure of an orrlinary society is that of a terminating 
society consisting of a maximum number of shares which are paid 
up by regular monthly subscriptions and terminate with the period 
for which the society is founded. The society is wound up at the 
end of the given period, say, forty-five or eighty-four months 
approximately, each member takes one or more shares for which he 
pays at the rale of (say) 1 rupee per month ; at the end of the period he 
will have paid up Rs, 45 or Rs. 84, and will be credited with this amount 
plvs profit, a share on which Rs. 84 have been paid in eighty-four 
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monthly subRci’ii)tions is u.sually repaul at Rs. 10r2-8j the jK'viod 
may be a little less or a little more than the nominal, terminatinty • 
whenever the shares reach the determined value. It is nsnal, however, 
now to make the societies “ permanent ”, that is, frcsfi series of 
shares are jieriodieally and frequently issued, and it is these only anil 
not the society which are woinul up as each series matures, so that 
subscribers are continually cominpf in and j^oinj^ out, this prevents 
the accumulation of idle funds at a lo"«s of interest as the termination 
of the jieriod approache.s, in order to p.ay off non-borrowmi; members, 
and also jiermits the entiunee of memhers without the jiayment in 
lump of a erions and often prohibitory mass of back dues, it, beinpj 
only necessary to pay such as are due for the prior mouths of each 
particular series. It is, however, usually neeess.ary, as each seiies 
approaches maturity, to aitmet de]iosits at jierhaps ])er cent, 
per annum, in order to pay off matureil .,^hares : the.se deposits arc then 
repaid from future subserijitions, to the iletriment, however, of the 
lendinf^ power of the society. 

All the .societies are calleil “Limitcil'”; this word is freijnently 
not even understood by the societies, whirh in many c.asos have 
explained that the word means limited to a certain number or to a 
certain value of shares. 8inoc business is almost limited to the grant 
of well-secured loans to the maximum amount of the share values, 
there is no real risk to any member in a decently-managed society. 

The essence of the society is mutuality ; it is a group of men 
united to help one another by a common contribution of funds wliieli 
are to be lent out to members only for their sole benefit, all profits 
derived from the transactions are to return to the members, .so that 
all benefit: the non-borrowing members by the receipt of profits, the 
borrowing members by the use of the loaned cajiital and by a portion 
of the profits which they have contributed to the society. That is 
the theory, and with the exception of the British Friendly societies, 
the British and American Building societies, of which the Madras 
Nidbi is a copy, and the Raiffeisen and Wollemborg Rin-rfl Credit 
1/nions, there are no societies in the world more thoroughly 
co-operative in theory. It is, therefore, greatly to be regretted that, 
through want of guidance and explanation, through the total absence 
of any teaching in the idea and methods of co-operation, through the 
fact that the only societies available for imitation in this country are 
trading joint stock companies, through the pemomiel of many of the 
415 
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promotere and directors who are Madras J)usiiiess men, through the 
‘natural and in this case undiverted desire for gain, and lastly through 
the fact that the only law governing societies is a Commercial or 
Trading Company law, these essentially Co-operative societies have 
largely diverged, and are daily diverging more and more, in the path 
of mere trading societies. The same tendency is obseived in the 
Schulze-Delitzsch societies in Germany, and the inference seems 
unavoidable that if profits, dividends, and large stipends or honoraria 
to directors and ofBec-bearers are put forward as attractions to members 
and administrators, the effort after them will soon become dominant, 
and substitute the competitive struggle for the eo-oi'ierativc march. 

Methods .—Under this head will bo described the general 
working of a regular Nidhi, its clientele and administration, 
its funds, loans, &e. 

Clientele .—In most cases the Nidhis have been started in 
considerable towns, Trichinopoly, Coimbatore, Salem, Bellary. 
Tadpatri, &c., by the official, professional and trading classes •, the 
main rule of the Nidhis, viz., the regular monthly payment itself 
shows this. It is these classes who are most likely from their 
intelligence, knowledge and requirements to begin associations of 
this class. Accordingly it is found that the proportion of members 
of these classes is, up to date, altogether overwhelming •, the following 
table for the thirteen Nidhis which alone have given information as 
requested, brings this out clearly ;— 
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Total 

2,256 

604 


812 

402 

281 

442 

723 

1,019 

1 

7,686 


In this table tlie principal and working profession of each member 
is given, e. g., a vakeel is a professional man even if he owns land, 
“merchants” include money-lenders and shop-keepers, “others” 
includes iiensioners who are numerous. It will be seen that the 
four classes of officials, professional men (vakils, school-master8,3rc.), 
merchants and shopkeepers account for 5,351 out of 7,686, or nearly 
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70 per cent; even in the twelve mofassil Nidhis they are 3,288 out 
of 4,669, or slightly over 70 jier cent.; agriculturists proper are* 
only 723, or 9’4 per cent. It is clear, then, that the Nidhis of this 
jiresidency have so far reachetl only the official, professional, and 
trading classes of the towns with a few agriculturists, most of whom 
also live in the towns. However well adapted their general 
principles may be to the conditions of this presidency, or 

however capable of development, the Nidhis have not, during 
their forty years of existence and twenty years of extension, 
been able to provide the Maelras ryot with any appreciable 
helji. 

As a rule there is no condition as to admission except 
nationality ; most admit only caste Hindus; some (Madras town) 
only Euroiieans or Eurasians. There is but a single, and that 
a very small, Mahomedan Nidhi in the whole presidency, Madras 
city included, and the ordinary Hindu Nidhis do not admit 
Mahomedans, because of the difficulties arising out the 

Mahomedan law of inheritance. Dircctoi-s generally have power to 
refuse admission—a very necessary faculty—so as to keep out 
objectionable characters. There is no general condition, however, 

as to chaiucter, status, &c.; any man who is willing to abide by the 
rules, and jiay his monthly quota regularly, is an eligible member. 
The responsibility of members is “limited” to the maximum value 
of their shares ; in most Nidhis no single shareholder can hold 
more than a certain number—usually twenty, twenty-five or 
fifty—of shares, only in one—a ‘Commercial bank'—is there no 

limit, and the maximum held in that society by any one member is 
165 ; in one society 100, and in two others 300, is the maximum 
allowable. This rule may be evaded by taking shares in the names 
of relatives. As however—the Nidhis as in Europe, proceed on 
the democratic principle of “one man, one vote,” irrespective 
of the shares hold, they avoid pro taato any plutocratic preponder¬ 
ance in the governing power. • 

As a rule Nidhis have but one office, only a very few have 
branches or agencies; the Hospet Jaya Iiakshmi Bhandara has a 
sub-agency and three branches; the sub-agency is an agricultural 
Nidhi, practically independent of the original, but the branches work 
under the control of the latter. Here again, they resemble the general 
run of the German and Italian Credit Societies. 
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Aihiiinixlrahoii. —A Nulhi is iisiiallj formed by a few mtellifyont 
♦persons, oenerally otKcials and j>rofes-?ionaI men, nnitiug to the 
number of seven at least, and framing oi Iwrcovving a Memorandum 
and .Vrticles of ascoeiatiou ; tliese subscribe a few siiares fully paid 
up, with which to defray preliminary exjienses and registration fees ; a 
prospectus is then issued, au<l a meeting called hy public notice to 
explain the nature and objects of tlie Nidlii and a list is opened for 
members. This or a subscspient meeting appoints the directors and 
ollicc-bearers, who are, as a rule, of course, the original promoters 
of the Fund. 

(It'iieni/ A't'ii'iiihly. —Theoretically, the source of jwwer is the 
meinbers in general meeting ; they elect directors, auditors, &c., and the 
directors report to them annually; in luactice the directors and ofHce- 
bearers, especially secretary, are the real society, being, pmetically, the 
only ones cognizant of business and of the affairs of the Fund. When 
the general meeting does attempt to exercise jiow'cr, expeiience 
alleges that it is frequently tisexl badly and ignorantly, a mass of 
ignoiant voters are won over to ilangerous business, to mistaken 
ai>iH)intnient& of divectois or auditors, unconscious of the true duties 
of such oHicers, or of the proper scope of genuine and safe business. 
The [lower in Madras and neighbouring distiiets is generally exercised 
on the “one man, one vote” jirinciple, henee, the ex)>crience<l director 
of many gears’ standing has [iiecisely the same theoretical value in 
the meeting a.s the newest joined lad or the old market woman with a 
single share. This is the strictly democratic jn'inciple adopted in 
the Popular banks and Credit Unions of Germany and Italy, which 
is found to w'ork xeiy well, the [lower thus given to llie mass of 
members, /. r., to the mass of borrowers, tends—but only tends—to 
[irevent aii\ dixersioii of the aims or funds of the society towanls 
s[)eeidation or towaixK [uivafe interests, or any mono[)oly, of the 
ndiiiinistratiou for [mqioses of private gam by capitalist shareholders. 
In the United States, however, it is common, [X‘rhap.s general, to 
allow ohe vote [ler .sliare, it is ai-gueil by writers of the greatest 
oxperieiiee that tliougli the “one man, one-vote” principle prevents a 
few sbareboldei's from combining to control the association, yet, on 
the other hand, it allows ten men holding one share apiece to have 
the same voting [lower as ten men holding ten shares apiece (S. 
Dexter), and it is ovideiitly cousideretl that a universal and equal vote 
is, in business matteis, a dangerous vote. It is interesting that this 
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should be the case in the s^roat republic, and shows a curious 
divergence between tlie views of business and of politics. It is right? 
to add that a limitation in the number of shares to be held and votes 
to be given by each share-holder is recommended, also that another 
American writer of great experience in Building societies (E. WuiciLEY) 
considers that the stock vote (as many votes as shares) is bail in 
principle, as “it gives the preference to capital over brains and 
experience ; it gives the richer membeis jiowcr over the pooler ones ; 
it tends to destroy confidence, and often leads to fraud and oppression ; 
it is a great aid to dishonest management and the bane of large 
corixn’ations of the present day.” In ceitain imjioitaut groups of 
mofassil Nidhis, it is customary to allow one vote for every share up 
to ten, and thereafter one for every five ; this gives a prepondeiance 
of power to wealthy shareholders, who moreover are generally those 
who mostly attend geneial meetings, these use the Funds as investments 
and are often directors. Hence there is a tendency to run these 
Funds as joint stock eomiianies for the benelit of investors and 
towards the development ot dividends, and this is much complainetl 
of by many members. The complaint is precisely that the Fund, 
under this principle, falls into the bauds of a few people who manage 
everything with a view to their own interests. Fixperience seems to 
tend towards the adoption of a modified democratic methoil ; some 
Nidhis and many experienced members state distinctly that the 
“one-man, one-vote” principle is folly, in that the ignorant, unbusiness¬ 
like and innirovident have the same voting power as the intelligent 
and prudent business man, with a large stake in the society. To 
which, however, there is the reply that the j>oor man is very often as 
prudent as the rich ; that his solitary share may be his all ; that he 
is more likely therefore, to insist on prudent management free from all 
speculative bias, and above all that he is more likely to insist on 
cheap credit rather tlian aim at high profits. The experience of 
Fiiirope is in favour of the democratic principle in these societies ; 
even poor membei's thus learn to take a liv'ely interest in a society 
where their vote is so imjiortant, and it is considered that so long as 
men do not grow wise in proixirtion as they grow rich, a Mutual 
association should adhere to this principle, as more consistent with 
the co-operative formula that a society is an association of men rather 
than of shares. It is {lossible that, as in some Nidhis alreaily, a 
middle way may be found, e.^., in one Fund one vote is given for 
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every five shares with a maximum of four votes j in auother the 
•maximum is sixteen. Possibly a maximum of iive votes, e.y., one for 
every five or fraction of five shares up to twenty-five would iirevent 
all undue prepondei'ance of wealth while giving to the experienced 
men, with a considerable stake in the Fund, sufficient voting 
power to prevent ignorance and inexperience from rash resolutions. 
The single vote system seems successful in Europe, and is based on 
the true co-operative principle ; the unlimited stock vote is generally 
condemned. In Madras and in the mofassil some of the most exiierienced 
men disbelieve altogether in the existing voting system, whether the 
individual or the stock vote system. They recommend that the 
general meeting should not consist of all subscribers, especially when 
the society becomes a large one ; a really representative meeting 
would, in such case, be too unwieldly to manage, while a door is 
oi>encd to great abuses whenever matters of importance, elections, &c., 
arc concerned. They recommend cither a resort to intermediate 
bodies, each member of which should repiesent a group of subscribers, 
or that the general meeting should consist only of shareholders holding 
above a certain minimum number of shares so that the mass of subs¬ 
cribers have no votes, but enjoy all other privileges. Possibly this latter 
plan may be advisable in cities with very large societies, but for small 
societies the individual or the moililied stock vote system seems 
preferable as giving all persons a working interest in the society. 
It has also been suggested by very experienced and disinterested men, 
one being chairman of a large Fund directetl almost gratuitously, 
that the executive power of a geneial meeting should be removed 
altogether ; it should be a mere meeting to receive and adopt rejxirts ; 
the real contiol should be exercised by a boaid of control of twenty 
to twenty-five members, chosen at the first general meeting from the 
men of highest reputation, who would hold office permanently, all 
vacancies being filled up by the board itself ; this board should control 
all the operations of the managing committee. Such a board of 
control ^Vas, in fact, in existence, it is said, in the old societies of this 
presidency, but has for many years been abolished under the ideas 
engendered by the Joint Stock Comiranies’Act. The ino^xisal is, to 
a certain extent, parallel with the practice in the old Land banks of 
Germany, where the general meeting is of rare occurrence, its place 
being taken by a council of delegates ; it exactly recalls also the 
univei-sal committee of supervision in Europe, which, in every society, 
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controls the work of the managing boaivl, and safeguards the cause of 
‘the society. 

It is, of course, open to Funds to frame Articles as th«y jtleasc in 
any of the above directions. 

The directorate usually consists, at least at first, of the most 
experienced and infiuenlial men, retiring, as usual, by rotation, but 
re-eligible. They arc now almost always ]iaid, cither by a share in 
the net jirofits, after the guai'anfeed interest has been distributed to 
mcmbci’s, or by honoraria scltlctl at the general meeting ; they usually 
get sitting fees also. In some the directors arc paid at a fixed and 
often a very large proportion of the profits, in others according to 
the number of meetings they h.ave attended. In the largest mofassil 
society working rather as a bank, the piesiilent and directors work 
grntvUonsl!/, while the secretary, auditors and appraisers each get an 
honorarium settled at the general meeting ; the st.ifp, of course, is 
always paid by salary. In Germany the directorate of the Sehulze- 
Delitzsch banks is usually paid both by salary and by a share in the 
profits j in Italy this was also the case, but Sicjnor Lu/.zatti strongly 
recommends—and the suggestion is now largely adopted—that their 
services be given gratuitously ; in some of the very largest banks, 
e. ff., Milan, this is pre-eminently the case ; in the Raiffeisen and 
Wollemborg Loan societies all services are gratuitous except those of 
the accountant. It seems to be the rule that in these co-operative 
Mutual Credit societies in Europe, and in the United States, as also 
the ease of the English Trustee Savings banks and Irish Loan societies 
under the Act of ISiS, the directorate gives its services gratuitously j 
the Schulze Delitzsch societies are the exception, and the express 
complaint made against them is that they are tending towards the 
position of mere Commercial societies, and losing their “mutuaF’ 
character j the desire for largo profits, and consequently larger 
^‘tanttemes’’ to the directors, is not merely keeping up the rate of 
interest, but diverting the soeictics fiom their true role of assisting 
and guiding the poorer classes. This comjdaint may or may not bo 
well founded j the desire for ]»rofils docs bring about exactly such 
results in general, and there is a veiy strong feeling among the 
promoters of Mutual societies that dividends other than fixed, and 
wages depending on dividends, are a mistake j fixed interest and, if 
necessary, moderate honoraria for expenses out of pocket, are 
recommended. 
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Now it is Purious tliat in the earliest socic*ties of Mailras (185;J) 
‘directors did ijive their services j^ratiiitonsly • the objects of the 
Funds were ileclared to be “mutual lienclit,” and the most enli*^htenetl 
and public spirited of the niemliers undertook the promotion and 
direction of these societies for the public j^ood without rewaixl save 
that of their conscience. It is now iiiiKle expressly an item of 
eomjilaint that a stru^g-le for profits and stipends has replacofl the old 
philanthropic i>ublie-spirtctl sense of devotion ■ that the emoluments 
of directois have been, hitherto, steadily on the increase, while the 
posts themselves ha\e become the objects of scramble and intrigue, 
votes being even pnrehaseil, it is said, from the ignorant mass of 
mcmhci'H ; some assert that the class of directors i.s deteriorating as, 
iudceil, is prohahle if otlice is to he chaffered for. If it is argiitsl 
that men reiinirc jiay for increased work, it is replied that by far the 
most arduous work was done in founding and nni'sing the societies at 
their start, not in the mere carrying on of a somewhat greater volume 
of business 5 that the later history of the Nidhis does not show a 
b<‘lter class of work than the older, while, in fact, the paid directors 
have often shown flic grossest negligence and incapacity. One large 
and (loniishing society, in fact, lliougb already directed at very low 
mtes, has ])io|)oscd to abolish directors’ fees with the express intention 
of stopping this divergmice from the “miitnal” path ■ the proposal 
lias, however, not been earned ; .another large society has reduceil it 
directors’ fees by one-third. These facts indicate a growing perception 
that the initiative idea of the .socielies has been departetl from. It 
may l)e nsefvil here to jioint to Knroj>e where, as in the Popular and 
Savinge hanks of Italy, esjiecially, Milan, or as in the groat Trustee 
Savings hanks and Friendly .societies of England, or the Building 
.societies of the ITnitod States, an enormous ma.ss of high class work 
is done without a thought of jxrnniary reward by men of great 
ability and of engrossing private husines.s, who yet give freely of 
their scanty' leisure. 

Eirootors are re.sponsihle for all money belonging to the share 
holders, but only oeeasionallv is seenrity demanded from them either 
diivet or in the shape of inalienable shares as is invariably the case in 
Europe, where cvciy director and permanent auditor feenseur) 
mnst hold a numl>er of paid-up shares, which are inalienable, are 
sj>eeially marktsl in evidence of this, and are deposited in the compan 3 r’s 
safe. Only the ahove-nientioned l»ank has such a rule; in that, 
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each director, though working gratuitously, is hound to hold twenty 
paid-up shares, value Rs 1,000, on whicli he cannot borrow ; th^ 
secretary (or manager) must similarly liold 100 shares, value Bs 5,000 ; 
which are held by the society as security ; the treasurer holds shares 
and has given other security for Rs, 5,000. Some Nidhis require a 
certain number of shares as a qualification for the directorate, but 
there is nothing in the rules to prevent such directors from borrowing 
on such shares. 

There does not apiiear to be any rule, as is general in Germany 
and Italy, against directors borrowing from the society j in one Nidhi 
the directors may not borrow upon the shares held by them as 
a necessary condition of office. In the Building societies of England 
and America (with exceptions, e. g., California) and the Nidhis of 
Madras, the directors have all the rights of ordinary members, whereas 
in the Co-operative banks of Continental Europe, their position is 
generally hold to entail many duties and responsibilities and to debar 
them from the privileges of credit, except under special safeguards, 

Auditon. —In most Nidhis audit is, of course, very simple matter, 
but tlie larger ones, witli thousands of transactions to the value of 
lakhs of rupees, require most careful auditing. It is usual for the 
rules to provide permanent as well as special auditors ; the former are 
appointed for a year or term of years, the latter annually ; the former 
are intended to scrutinize the accounts and securities very frequently, 
viz., daily, twice a week, weekly, monthly, &c,, according to the 
Nidhi ; the latter conducts the usual annual examination. Some 
Nidhis adopt the jilan of disallowing any director from being an 
auditor ; in others, the permanent auditor is always a director or 
member of the managing committee. 

Funds .—These proceed from the subscriptions of members chiefly, 
and to a small degree from deposits ; the Nidhis do not borrow 
except by deposits. In one society, which, however, resembles an 
ordinary bank, there is a capital composed partly of foundation 
shares, fully paid-up, and partly of the ordinary subscription shares. 

The funds derived from shares are, of course, limited to the amount 
declared by the statutes of the society. These shares have two 
objects: (1) they are methods of saving and are investments ; (2) they 
are means for («) obtaining, and (A) paying off, a loan. 

As investments these shares are very good ; the lowest flxed 
interest generally given is 6J per cent., viz., 1 pie per month per 
46 
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rupee puii] up. To tliis, however, may he aildeil additional profits 
''which in certain Funds amount to about 8 annas per share per 
annum, c<(ual to nearly 1} per cent, equated upon the average amount 
at credit during a term ; hence a .saving subscrihor gets about 7^ per 
cent, per annum on his .savings. These shares prove, therefore, good, 
and, if the rules are observed, a perfectly safe investment. 

Their chief function in this country is, however, that of 
obtaining and repaying loans ; as a rule only members can obtain 
a loan, and to beeome a member a man must take one or 
more shares, every loan must be .a midtiple of the sliare value, e.g., 
if the m.atured share value bo H.s. 100 and the loan bo Rs. 600, the 
borrower must take five shares ; l.be loan is then repaid by the simple 
process of regularly paying his ordinary monthly subscriptions, plus 
interest. It is in this insensible and gi-adual method of repayment 
that one impoitant adv.antage of the Nidhis re.sides. 

Deposits .—These are generally receivable uj) to an ordinary 
ma.ximum of Rs. 6,000 for any one account, the minimum varying 
from Rs. 25. In some eases they are repayable at call, but this is 
rare ; notice of fiflccn days to one month is usually necessary ; 
cheques are not generally in use, but a form of demand with the 
pass-book as in Savings banks. Repayment of dejiGsits must, by the 
rules, take precedence of all other demands for funds, so that on a heavy 
run loans would bo impossible for a considerable i)eriod. In some 
Nidhis only fixotl term de[)Osits for three, six and twelve months are 
reccival. Some Nidhis only accept deposits from .shareholders j 
generally, however, they are taken from any person offering. In some 
Fumls directors arc bound to or do lend under the name of deposits 
whenever the Fund is in need of reaily money to pay off matured 
shares, or to meet demands for gooil loans. Generally speaking, 
deposits in the mofussil are made in large sums by a few people ; 
they arc not the petty deposits of the masses ; in some Nidhis a 
minimum, e.g., Rs. 2.5 is prescribed for each in payment. It is, 
however, said that tbo.so deposits arc in many cases made by money- 
lendei-s ; not necessarily professional lenders, but persons who have 
accumulateil or inherited money and utilize it in lending on good 
security. Some join as directors and deposit funds in order to 
develop business, so as to obtain profits without individual risks and 
trouble j others are mere depositors. The connection of money-lenders, 
at least of this clns^, with the Fund'; is noteworthy, especially as so 
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much of rural money-lending in this presidency is by the moneyed 
classes rather than by Marwaris. Interest varies according to termt 
and bank ; 5 per cent, for ordinary deposits, 6 or for twelve 
months' deposits, are moderate rates, and 7 i per ‘cent, is not 
uncommon; in some societies three months’ dejxjsits get R per cent, 
and twelve months’ deposits, 9 per cent. In one society charitable 
de£X)sits get lOi percent. The ratio of deposits to capital is usually 
small ; the highest proportion, with one exception, is one-fourth of the 
nominal capital ; in many cases it is not above one-tenth to one- 
thirtieth or even a much smaller fraction of the capital. No limit 
to the aggregate amount of deposits is generally imposed by the 
rules ; in one Madras case the deposits are tlircc times the amount of 
paid-up capital, but this is not an ordinary Nidhi, and is purely European 
or Eurasian. The small projMjrtion of deposits, consideiing the very 
good interest paid and the apjiarent demaiul for loans is I'emarkable. 

No special security is offered for deposits ; the status of the 
society pltis the reserve, t/ aity, and any amount still due uix>n the 
shares, are the direct guarantees ; this latter approaches zero as the 
shares approach maturity, and where a whole scries simultaneously 
matures, deposits have to be attracted by high interest. Deposits arc 
more readily attracted to societies which lend chiefly on moitgages 
rather than on personal security ; depositors consider such a Eiind 
more solidly established and less risky than those where loans on 
personal security are the chief feature, while the deposits themselves, 
being lent on good mortgages, are unlikely to bo linally lost. It is 
probably the absence of material and solid guarantees for the repayment 
of deposits which prevents their inflow ; the interest is far higher than 
that of Government paper, and the directors of the bank are locally 
well known ; high interest is evidently insufficient per se to attract 
deposits. It is also certain that with substantial and permanent 
reserve and other guarantees, deposits would be attracted not only in 
larger quantity but at cheaper rates; with Government paper below 
4 per Cent., it is difficult to believe that R to 7 i per cent, is (lecessary 
in Funds, if well managed, supervised, and guaranteed. A small loss 
of interest on a good reserve would be far more than recouped by 
cheap deposits. Another reason for paucity and dearness of deposits 
is the necessary delay in repayments. 

The smallness and dearness of deposits, the want of definite 
security for them, the difficulty of repayment in case of a run, and 
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the disoi’f^anization of loan o|^vations when dcjwsits are withdrawn, 
^ are among the weak points of these societies. 

Itenerve ,—This is generally provided for in the niles by an allotment 
of from onfc thii ty-sccond of llie net profits after deducting all dues to 
subscribers for repayment of principal and for guaranteed profits; such 
allotment is usually trifling. It is also to provide by rule that this 
reserve shall be broken Uji and divided in whole or in part every three 
or four years ; on examining a large number of balance sheets, it is only 
occasionally that a reserve is ever mentionetl, and, where found, it is 
usually extremely small. Small as is the reserve at its maximum (usually 
only 1 or 2 per cent, of the capital), at certain peiiotls it is either or 
infinitesimal. Moreover, the re.servc is often laid out in charitable 
investments, probably for the deity or temjdo which gives its name to 
the fund , that is not a legitimate use for a reserve. 

Piojils .—In Mutual Ixiau societies, such as the Nidhis, profits 
ought to be entirely subsidiary to the main purpose, nz, the cheapening 
of cicdit, piofits are indeed a legitimate means of stimulating thrift, 
but must not become the chief aim of society, especially when all profits 
are provided solely by the borrowers and when directors and olHce- 
beaieis, as such, take almost as laige a share (usually seven-sixteenths) 
as the whole mass of subscribers. After providing the fixed profits 
accoiduig to the rules, all other profits should be kept as low as possible, 
whereas in the report of certain Nidhis. the annual profit is from 10 to 
14 per cent; part of this, of course, goes b.ick to the borrowei's, but the 
bulk is absoibed by non-borrowers, directors and office-bearers, and is 
unduly high. This duergence from the true co-o{ieralive idea is the 
besetting temptation of Co-operative societies all over the world; 
in America one bori'owing member furnishes the profits for three 
investing members and for himself; in Madras the tendency is for three 
borrowing members to furnish relatively small profits for themselves 
and for one investing member, and relatively large profits for directors. 
There can be no doubt but that the men who start these Funds are 
not generally aware of their co-perative origin and development; 
co-operation in its modern sense is hardly known in this presidency, and 
the compulsory registration of the Funds under the Joint Stock 
Companies’ Act causes them to be looked upon simply as Joint Stock 
societies, where profits or investments are a principal object. In all 
corresiiondenee and in public discussions, these Funds, as well as 
proposed Agricultural banks, are treated as joint-stock companies or 
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aggregations of shares rather tlian as associations of members 
co-operating for mutual relief. ^ 

Profits arise in this presidency chielly from an unusual source, viz, 
the unpunctuality of the memhers. • 

Profit, in fact, is generally obtained, from IliiCS, entrauce fees and 
minor payments and from profits on withdrawals. 

Loam .—The money raised by subscriptionor ijy deposits is lent 
out chiefly to members ; in Madras oily personal security is, in some 
cases, accepted, but generally only gocxl mortgages and pledges of 
jewellery or Government paper. In (he mofussi!, on the contrary, 
personal security is more common than mortgages, which in some of 
the largest Nidhis arc either expressly excluded, or obtain but a small 
peruentago of the loans, and then only witli the addition of a personal 
surety. The reasons assigned for thi.s difference will bo seen 
immediately; and afford much ground for thought; briefly and chiefly 
they arc that in Miulras personal security is shunned beeanso of 
personal distrust due to a prevalence of fraudulent practices, and to the 
facilities for baukrujitcy, wliilo mortgages are favouretl because of a 
good system of title and of case m recovery of debts ; in the mofnssil, 
mortgages are avoided because of difficulties of t itle and the effect of 
the Ilevenuo law for tlio recovery of arrears, while personal security is 
accepted because mutual confidence exists between members residing in 
the same village or town, and intimately known as iieighbonrs. It is, 
however, curious that even in mofnssil Nidhis, mortgages take rank 
prior to personal security in the sequence of preference, and are 
granted at lower interest ; this is due cither to the fact that the rules 
are borrowed direct from Madras, or to an opinion that mortgages 
per se are safer than personal security; if it is tl>e latter, it follows that 
mortgages are not largely accepted because of the difficulties of title 
and encumbrances. 

The commercial bill is not in use as a method of credit; the cash 
credit is also absent. 

These loans are granted in the usual way, needing no description ; 
there is a committee to receive applications, valuers and appraisers and 
a decision. Loans are granted to about half or three-quarters of the 
estimated value of the property, if mortgages; to a somewhat higher 
value, if pledges. 

Securities are various, vtz, paid-up or partly paid-up shares, jewels, 
Government paper, land and house propet ty and personal security. 
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preference beiii^- yiveii m Madras city in tlie order named. In 
Madras city mere 2 )errionaI security is strongly objected to and 
in fact generally refused; it was deliberately stated in two large 
societies, tliaf in that city it is not safe, owing to the facilities for 
bankruptcy; no resjicetjible j^erson, it was said, wdl stand security 
exec 2 >t for very short j^eriods (three months) since the habit of evading 
debt has grown up. In tlie margin of the rules of a large bank 
which has colla 2 >sed, there is a jicncil note by a director that the ruin 
of the bank was due to loans on jicr-soiial security. This is a 
very unsatisfactory condition, but in luial parts this want of 
confidence, these breaches of faith, do not exist to a material 
degree. 

Tlie method of reiiayment is that of the Ibiilding .societies ; siijijiose 
a man has one share jiayable in eighty-four months at lie. 1 per month; 
a loan is granted to him for Rs. 100 u]ion morfgage of a house worth, 
jicrhaps, Ks. l.OO ; this loan he rcjiays suniily by his ordinary monthly 
iiistalments of Re. I iilus interest, at the ^eiid of the eighty-four 
months from the date of his enU'iing tlie society, his share will, 
as usual, be worth Rs. lO.J-8, and his debt is therefore wiped 
off. If his loan is for Rs. 500 he must take live shares. Hence he 
is able to pay off his debt by small monthly fractions—a very useful 
plan to those who get monthly pay. 

Method of (.(llotliiiij Loans .—Since nearly every member—at least 
three out of four—of an ordinary Nidhi wishes to borrow, there is 
much competition for loans. Most of the Nidliis seem to grant loans 
according to jnioiity of ajiplicatioii ; a list is made, and members get 
loans in turn, some Nidliis give directors jiower in case of pressing 
need to allot out of turn. It is hardly necessary to remark upon the 
jio.ssible results ; the winding-ui) reports show that ollicers' and 
directors’ friends are ajit to obtain priority, and it is conceivable that 
if much jiower is left to a secretary or ill-paid manager, those who 
obtain his favour in any way, obtain undue jiriority. Moreover, with 
the limited»fuuds at disposal, those who are in the greatest need, must 
freipiently fail to get a loan in time to bo of use. 

Some few Nidhis consequently adopt the auction premium plan, 
usually that in which the bidder offers a premium of so many rupees 
for the loan, the highest bidder wins and the premium is deducted 
from the amount of the loan, with the full amount of which he is, of 
course, debited. 
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Some adopt the so-called ' ballot’systemj this simply decides the 
question by lot. At first si'^ht it \voul<l seem the best metliod •as 
avoiding favouritism and the cost of premiums, hut it has been largely 
abandoned in America in favour of the auction system, and the new 
English Bill of 1893 expressly forbids it in all new societies, because, 
apjiarently persons join societies merely to gamble for the lots, which, 
if they win, they sell at a high price to those in neeil, thus realizing a 
heavy profit which should have gone to the society ; in fact a society 
seems to he often formed by a ring of speculators who gamble for the 
subscriptions and share the profits. 

Intercut ,—The interest in many Nidhis is high ■, in some it is, prima 
facie, unnecessarily high, but it must be remembered, in comparing 
rates with those of money-lenders, (I) that all dealings are, in theory 
at least, regular and clear and open to coinjdcte inspecf ion and audit, 
(2) that in loans payable by instalments counter-interest at the same 
rate is allowerl on all instalmenfs, while sowcare, specially under the 
‘ kanthu ’ system, allow no interest on instalments, (8) that all 
borrowers of regular loans are uoeessarily subserihers who share in the 
profits of the Nidhi, and thereby obtained a further set off against 
the cost of their loans. l'\)r example, a loan of Rs. 100 is granted 
at CJ per cent, repayable in eighty-four month.s (seven yeans) by 
monthly instalments of Re. 1 each; in these seven years the borrower 
will have paid as interest ((>4x7) Rs. 43-12. But since he has 
repaid his loan by the usual subscription of 1 rupee per month, on 
which interest at 1 pie per rupee per month (Oj per cent. annum) 
is allowed, he will be crediteil with jiies, eipial to Rs. 18-9-6 : 

hence for the accommodation of a lump sum of Rs. 100 lepayable by 
monthly instalments over seven years, he has paid about Rs. 25, if 
interest upon interest is neglected. Prom this again is deducted his 
share of the “ additional profds” due to him as a member. 

Loan values .—The maximum value of loans to a single pereon is 
practically fixed by the number of shares he may hold, since each 
share is for Rs. 50 or Rs. 100, and fifty shares is the general 
maximum to be held by one man ; Rs. 2,600 or Rs. 5,000 is the 
maximum loan. The minimum vaiies from Rs. 5 upwards. The 
small loans are usually the special ‘ small lotloans bearing high interest 
and for short terms ; regular loans are not of less value than one share. 

Purpose of Loans .—This is stateil ge'nerally as for jiayment of 
prior debts, purchase, building or repair of houses, jiurchase of lands, 
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trade, marriages and payment of assessment ; usually the order stated 
is» that fjiven above, and the hist-named is only mentioned by one 
Nidhi. In a very few cases is the improvement of lands (digging of 
wells) mentioned but the purchase of lands and of cattle are 
occasionally stated, the redemption of prior debt is common, and in 
some cases the repayment of a Government loan is mentioned, 
probably when a loan has been called in for breach of conditions. It 
is to bo remembered that nearly all these Nidhis arc in towns, mostly 
large ones ; hence, agrieidtiirc is seldom represented, and the 
Government asscssmenls are those due by considerable and absentee 
proprietors. Nearly all Nidhis expressly state that they do not 
interest themselves in the purpose for which the loan is required, they 
looh only to the security, this .seems to be univer.sal. Even when the 
form of application contains a query as to the ])urpoac for which the 
loan is requircil, it is merely put to gnai'd against any objection by 
third parties that the loan wa.s granted otherwise than for useful 
family purposc.s, or it is, rarely, a relic of a fiast attempt at control ; 
two Madras societies stated that this control was once customary, and 
that formerly loans were only granted by instalments, after ascertaining 
that the money had hocm used for the specified purpose, probably 
house-building. This practice soems to have generally died out, and 
was only intended to safeguard the security given to the Nidhi, as for 
instance, when money was granted for repairing a house which was 
the security for the loan. In this matter the Nidhis have adopted 
the oidinary commercial practice and fall short of the true co-ojierative 
principle of the guided, guarded and controlled use of credit; it is the 
inlluencc of the society on its members towards prudence and 
productive borrowing which is one chief function of the German and 
Italian Cretlit Unions, a function entirely missed by societies which care 
only for the security of their money and the due return of profits. 

Government intervention .—All societies have to be registered in the 
office of the Registrar for Joint Stock Companies ; they obtain 
incorporatioVi by this registration and fall under the operation of 
the Act. The duties of the Registrar are simply those of 
registration, the examination of the articles, the issue of a 
certificate of incorporation, the registration of any changes, the 
levying of certain fees, the grant of insiiection of documents and of 
copies, and the writing of an annual report, which, however, is not 
intended to be more than a skeleton of bare facts. District Magistrates 
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have recently been required to make or cause to be made an annual 
inspection of the offices of the companies within their jurisdictions and 
a report on the same ■ the matters for inspection are simply those of 
sections 63, 65, and 69 of the Act relating to the estabfislimeut of a 
registered office, the affixing of a signboard, the use of a pinpor seal 
and designation on all documents, and the placing in public view of a 
certain statement in the Fund office ; they should also, in districts 
where Nidhis are numerous make widely known, piobably through their 
District Gazette, the provisions of sections 82-85 of the Act, relative 
to the appointment by Government of special inspectors for particular 
Companies on good cause shown by a certiin pioportion of 
the members. 

The only other Goveinment iiitorvciition is that of the receipt 
of direct taxes under the Tncomo-tax Act and Miiiiieijial Act (if in 
Municipalities), of foes at the registration of a society or of siiliscquent 
documents, &c., and of indirect taxes in the form of the usual stamp 
duties and fi'os for the registration of documents. 

Uno made of the hoann .—A very large inimbor have boon used 
in house-building, showing that the Nidliis fill a position similar to 
that of English and American Building societies. The payment of 
old debts is very frequent, marriage expenses arc a eonsidei-able item, 
as also land purchase, land improvement and well-digging are very 
rare. It is stated by most Nidhis that the grant of cheap loans has 
done much for the help of the members, but the want of funds is 
frequently mentioned as a reason for not doing much more. Several 
Nidhis, especially in the Ceded Districts, state expressly that many 
of their members have, by joining the Nidhi, "been relieved from 
the clutches of the money-lender,” and personal enquiry on the spot 
amply confirms this. 

Results upon members .—It is asserted that habits of thrift, 
foresight, business, punctuality, public spirit have been aroused and 
strengthened : this is probable. On the other hand, very experienced 
men consider that cheap money has often begotten unthrift and 
extravagance, and they consider that to attain their full measure of 
usefulness, the Nidhis should control, in some measure, the purposes 
to which credit is put. This corresponds with the opinion and 
practice of the best European authorities and may be taken as 
axiomatic ; it is not merely cheap credit, but controlled credit that 
Nidhis should supply. Of what benefit is it to a man that he can 
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borrow Rs. 1,000 for a marria^o on no liigher term.s than Bs. 500 
formerly, if it merely la-wls him to borrow and spend accordingly ? 
“Ijig))tly come, lightly go,” is but the record of experience. Nor is 
it less embarrassing to owe a bank Rs. 1,000 than a aowcar Rs. 500, 
in case, indeed, of the borrower’s death, it may be much more so, 
from its greater amount. 

linpunetiiality is much complained of, especially in the case of 
members wlio do not draw regular monthly incomes; this is but 
natural, and is found in Kurope and the United States also, among 
the non-wage earners, such as peasants, shopkeepers, &c. This fact 
points to (he need for an ad.aptation of the system to such classes ; it is 
a jiriori impossible that societies started for and by official and other 
stipendiary classes, should suit those whose incomes are of uncertain 
date or accrue only at certain seasons. Out of seventy societies 
taken at random, of which the winding-up reports were analysed, no 
less than forty-two failetl solely or chiefly because of arrears ; both 
benefited and non-benefited subscribers made default, but specially 
the former. 

It seems that punctuality is in India the hardest to learn of all 
business lessons, and, as has been stated, it is probable that 
unpunetuality is connived at, if not encouraged, by reason of the 
heavy penal interest which results ; in one Nidhi three-tenths of the 
income was from fines ; in auothcr aud very large one the net profits, 
after deducting guaranteed interest, were practically obtained from 
this source. Here then is another result of the greed for dividends ; 
if those were fi.xed and all surplus went to a reserve or to works of 
utility, it would no longer be the interest of managers to allow 
unpunctuality, and the Funds would serve the great purpose of 
instilling the virtue of punctuality into an unpunctual clientele. 

Ailviinta^es, actual or possible ,—These will have been understood 
from the foregoing sketch ; they are the introduction of co-operative 
principles and habits, the stimulation of thrift and providence, the 
inculcaticfti of business habits and punctuality, the cheapening of 
credit, the insuring, so long as the rules are observed, that the 
membei-s will, if non-borrowers, get back their money with interest, 
and if borrowers, that they are secure from all annoyance so long as 
they pay their dues punctually, and that all dues will be rightly 
credited to their accounts*; business is extended by cheapening loans, 
and not by entrapping the unwary and ignorant, profits are to be 



P&OVISION OF DORROWINO FACILITIES. * 371 

sought by the development of cheap credit and not by squeezing the 
individual debtor ; the interest of all members^ but especially of 
borrowers, is, or should be, the primary aim of the directors, and not the 
developtneut of large profits for the benefit of the directorate and the 
non-borrowers. Small savings are duly eared for and receive interest 
higher than can bo obtained in the Savings bank ; sums nearly as small 
as savings deposits are received with the cdueative benefit of compulsory 
regularity; petty capital is retained m the noighbourhood in 
which it is saved, and utilized in situ ; societies and borrowers are in 
immediate contact, so that the expense.-, of enquiry and insurance 
against risks are reduced to a minimum , debts are repaid by a series 
of small equal instalments, so that, while the borrower repays with 
ease, the society can recover in the Village Court, and its security 
increases in proportion as the debt is repaid ; all payments are 
recorded in the member’s pass-book so that he can note the amount 
at his credit, or the balance which he owes at any moment; 
the accounts of the society arc, to a certain extent, published, and 
audit is not only possible but general. 

Such are some of the possible benefits of the Nidhi system and 
many of those are realized in daily practice, nor is there the slightest 
room for doubt that these societies, whenever they have been jiroperly 
worked and supervised, have been of very great benefit to their 
members in so far as regards the grant of fairly cheap credit, easy 
methotls of repayment, and genuine accounts ; it is needless to 
contrast these advantages with the conditions of private lending. 

Recommendation.s. 

It remains to consider what form of institution is best adapted 
in this presidency for rural credit, the difficulties in the way of the 
banks, and the best means of promoting them and their well-being. 
The postulates of credit viz., proximity, the security of the lender, 
and facility and safety to the borrower, will be assumei^ as also 
the correctness of the axiom that credit must bo based on thrift, that is, 
that the thrift of lenders shall provide the funds for the use of 
thrifty borrowers. 

The form of the banks .—No central bank, not even a district bank, 
can satisfy the conditions of ‘facility’ and ‘proximity’ when the 
borrowers are the village folk, the great mass of whom hold lands 
assessed at less than Rs. 30, nor can they look at rural credit business 
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when the loans are, as in this presidency, the petty loans evidenced 
by registration, court and other statistics. Tlio vast bulk of all 
loans are below Rs. .50 ; even mortgages below Rs. 100 number half 
the total mortgages and average only Rs. 44 ; the records of the civil 
courts tell the same tale, since, in this presidency, for 189.3, no less 
than 59‘4 per cent, of all suits, exclusive of those in village courts, 
were for sums below Rs. 50 including the interest claimed; if 
village courts are included, the ]>roi>ortion is 68 9 per cent. Again, 
including village courts which tried 61,000 suits, the percentage of 
all suits below Rs. 20 was 15-25 per cent., so that nearly half of all 
suits were below Rs. 20. This being so, it is clcaily useless for any 
bank outside a very small circle to think of snpiilying the country-side 
with the credit it needs. Nor is it conceivable that the borrower 
could obtain from such a bank either facile, cheap or safe credit, the 
expenses of enquiry, the risks of loss on jictty loans to unknown 
jiersons, would preclude facility, while the element of safety, would be 
largely wanting, since ‘safety' requires that the destination of the 
loan shall be a productive one, that it shall be used in production or 
towards economy, and that money shall only be borrowed for such 
purpose. Credit banks cannot and do not enquire inbi the purpose 
of a loan xn'ovided the security is snUicient, whereas it is of the essence 
of village credit that the lending institution shall be a powerful aid to 
the borrower in checking extravagance and in suggesting useful 
outlay. 

Nor is it [lossible that State bank.s should satisfy the need for 
rural credit. Still less than Central hanks can they satisfy proximity; 
their agents indeed may be amongst the people, but a paid agent is 
merely a machine to pay out, to receive, and to enforce hard and fast 
rules ; the loans might be made secure to the lender, but solely by 
the overwhelming powers reserved by the State creditor, while the 
safety of the borrower, except as regards loans similar to those 
under the Land Imiirovement and Agriculturists Loans Acts, 
would fail of being met, since the State can hardly influence the 
individual in the matter of prudence in his individual actions. 
The borrower need not be thrifty, nor would the loan proceed 
from voluntary savings but from the national taxes, unless 
the State deliberately utilized the funds of the Savings banks 
in such loans. But it is difficult to see how the State could ensure 
that its loans should be granted only to thrifty persons and for 
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productive use, unless they were limitedj as now, to improvement 
loans; this, however, is not what is meant by ‘ruial credit/ There 
are, further, overwhelming objections to gcncial State jjredit; such 
are the enormous amount of necessary business with the consquent 
abnormal development of a bureauciatic agency which, hypothec 
would interfere in the daily affairs of every man’s life, the gigantic 
sums required for the siqiply of general credit ; the devolopmeut of 
the habit of leaning upon the State, and ol identifying it with (ho 
prosperity and misfortune of tlie people, a tendency to regard the 
State creditor as a moiiey-lendor, who, especially under the popular 
delusion of the State’s illimitable wealth, could bear to lose individual 
debts; the odium attached to the State as enforcing, as it would be 
bound to enforo, rigid punctuality anil complete repayment of dues ; 
the political objections to a State assuming the position of general 
creditor with the coiisocpient temptation by its debtors to general 
repudiation; the interference with piivate trade and the stifling of 
all efforts at solf-1 lelp. 

Ccntr.il bank's and State banks being thus found objectionable, it 
follows that what, will bo chiefly required for the crcilit work of the 
Madras districts, arc small, local, locally woikcd institutions on the 
lines of the I'hiroiican village institutions; it is Village banks, not 
District or even Taluk banks, that arc required. It docs not appear 
probable that institutions like the great Scotch banks will ever arise 
to send out their thousand branches and agencies into every village ; 
the genius of the people and the absence of a note eirculatioii by banks 
seem to rule out tliis possibility. In the absence of great institutions 
with the peculiar ability of the Scotch banks, the only alternative 
is the local Village bank which satisfies the postulates of proximity, 
security, and facility, and, in one form or another, is found in 
thousands of instances in Europe and America; such are the small 
Swiss joint stock banks, the Popular banks and Loan societies, the 
Savings banks, Building societies, Positos, &c. In one form, moreover, 
viz., that of the co-operative Village bank, it satisfies the final 
postulate of true credit, viz,, that of ‘ safety ’ to the borrower. 

The decisive advantages of Village banks are as follows :— 
(1) their absolute proximity to the borrower, (2) their ability to 
excite local confidence and consequently to draw in local capital, 
(3) their exact knowledge of their clients and their influence over 
them as co-villagers ; their consequent ability to prevent fraud and to 



3^4 


PllOVISION Of BOUROWINO FACILITIES. 


dispense with searches in Registration offices ; (4) their power of 
making the smallest loans and of undertaking ojierations, however 
petty, in consonance with village custom and itidividual needs ; in 
fact, of giitngpreference to small business ; (5) their ability to dispense 
with any prior general liquidation of debts such as has been demanded 
as a preliminary to the establishment even of Taluk banks, they 
would ascertain in each ease the borrower’s prior debts, arbitrate with 
the creditor for a favourable settlement for cash down, pay down the 
sum settled, and accept the debt as due to themselves ; (6) their 
ability to work cheaply, almost gratuitously, and thus to provide cheap 
credit ; (7) their refention of local capital and of all profits thereon 
within the village, and, in the ease of co-operative societies, their 
retention of all profits for the members and hoi-rowel's ; (8) their 
ability to act as agents and brokers for their members in the sale of 
produce and purchase of necessaries ; (9) their capacity of acting as 
village granaries, lending grain for maintenance and seed in ordinary 
years from their own resources, and, in times of distiess, from those 
resources supplemented by State or other grants ; (10) their ability to 
act as intermeiliarios between the State and the individual, whether in 
matters of loans for laud improvements, cattle, &e., or in other 
agricultural or industrial developments, or in times of seasonal stress ; 
(1 1) their jiower of influencing boirowers towards the true use of 
credit, and of watching the utiliTiation of loans in accordance with 
contract; (12) their ability to prevent fraudulent defaults and 
collu'-ive sales of property, and, in cases of default, to utilize 
advantageoiibly the small properties accepted as securities for loans ; 
(13) their tendency—in the case of Co-opeiutive banks—to group 
themselves into unions for mutual development, instruction, inspection, 
and audit; (14) their steady, educative influence in matters of thrift, 
association, and self-help by their continuous presence in the village, 
by their continuous object lessons, and by their frequent, though 
small, calls upon the activity, thought, and service of their members ; 
(Ih) theii'tendency to develo]! high forms both of individual capacity, 
of public life, and of national character. 

These village banks, then, maj^ assume several forms : they may, 
as Joint Stock banks, imitate the ‘ minuscules societies anonymes par 
actions ’—the tiny joint stock banks—of Switzerland, with their 
little knot of eapitalists arid their share capital of a few hundred 
pounds, they may possibly assume the form of the State aided 
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Communal banks of Alsace-Lorraine, they may be Savings banks in 
origin, dealing in credit merely as a mode of placing their funds eithey 
directly to borrowers or indirectly tlirongh loans to credit banks; 
they may be Nidhis cither of the present or of a deVeloped type, 
developed in their power of safely attracting capital, and of giving 
long-term loans; they may be village granaries storing surplus grain 
at harvest, and lending it out among the ryots for seed in the 
cultivationseason, thcymay boAgiicultural associations with credit 
annexes, a most desirable form of institution, or finally, and most 
desirably, they may bo true co-oiierative societies and banks, 
operating through, for, and upon, the members, stimulating and 
collecting their savings, calling forth habits of thrift, economy, and 
prudence, guiding their outlay into productive channels, giving them 
credit for productive and useful purposes, promoting co-operative 
dealings in sale or purchase, and stimulating activity, union and 
associated action among the too isolated units of village life. 



[K.rt)acl8 /tom the B(po)t hy Mr. J. R. Cahill on Agricultural Credit 

and AgrifiiUnral Co-npemtion in Germang. Cd. 6026 of 1913.^ 

MOUTGAGK (LONG-TKIIM) CREDIT 

In tlie number and variety of the ai^eneies tlirouirli which they can 
obtain iong-term mort<>'a<re credit on rolativcl}' easy conditions, land¬ 
owners in Germany, both larf^o and small, enjoy signal advantafi^cs as 
eompared witli the eorresiiondmi^ classes m this country. Settling aside 
for the moment the Joint Slock Mortgage Banks, the whole of these 
asfencies are in the nature of jnovernmenta], non-profit seeking 
institutions—using the word “ governmcnt.al’’in a sense tb.at would 
eom])rise the State', jiroviueial, distiiet, municipal (or communal) 
authority as well as those cor[)oi.atio!is of landowncis which rank as 
public bodies. The various agi'iieies may be ilividcd into three main 
classes according to the purposes for which their loans are granted. In 
the first class there arc four groups of intitutions, namely, the Land 
Mortgage Credit Associations (Land<tc/ta/ycn) , the State, Provincial, 
and District Mortg.agc Credit Banks, the Joint Stock Mortgage 
Banks, and the Savings Banks, all of which grant mortgage credit 
without rcipiiring, in ordinary eiicumstanccs, any declaration as to 
the purpose of the loan. The second group comprises the Land 
Improvement Funds, the Land Improvement Annuity Banks, the 
Provincial Aid Hanks, .and the Imperial Tnsuiance Institutions, all of 
which grant loans mainly' for sjiccific land improvement or building 
undertakings. The thiixl group is that of the Ileut Charge Banks, 
which are conGcrned with loans in connexion with the creation and 
equipment of small holdings. 

By far the most important cla.ss is the first: at the present time 
the total value of the outstanding loans granted on landed properties 
by the institutions comprised in it approaches £400,000,000. The 
Land Mortgage Credit Associations and the Savings Banks are 
represented in this total by about £170,000,000 each. With the 
exception of the Savings Banks and of the relatively unimportant 
Prussian Land Improvement Funds, all these mortgage credit 
organisations obtain funds mainly (when not exclusively) by the issue 
of land mortgage bonds. • Thus the German landowner, by virtue of 
his institutional mortgage credit, is enabled to mobilise, as it were, 
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a high proportion of the value of his landed property by the creation 
of bonds that flow into the general system of securities, so that 
instead of only being able, like the English landowner, to provide an 
individual mortgage security of very limited currency, he possesses 
facilities for converting a mortgage charge into a security realisable 
at any time in the general market. 

The Land Mortgage Credit Amociatione, —twenty-three in number, 
of which six were founded in the period 1770-1790, and the remainder 
between 1825 and 1896, are associations of borrowers for the purpose 
of procuring loans by the issue of bonds seoired by the collective 
mortgage charges registered against their landed properties. These 
bonds are not secured by specific mortgage charges, but by the body 
of mortgage charges of each particular association, supplemented 
hy its reserves and the accumulated sinking fund payments of 
mortgagors. They arc ijon-profit-secking organisations, and, except 
in two cases, they possess no share capital. The Prussian Associations 
limit their operations to a single Province, extending them occasionally 
over portions of an adjoining Province or State ; the areas of the 
non-Prussian Associations coincide with those of their respective 
States. 

These associations rank as public corporations (in Prussia their 
officials have a status similar to those employed by provincial 
authorities) ; they are subject to State supervision through a Royal 
Commissioner, and their articles of association and regulations require 
the sanction of the Crown or the Minister of Agriculture. They 
possess certain special privileges, such as the authority to distrain 
without having recourse to the ordinary civil procedure. They are 
administered by a Central Board, which includes at least one 
permanent salaried official who has passed the State examination 
qualifying for the office of judge. This Board is subject to the control 
of a Committee or Council of Administration, and of a General 
Assembly, both elective bodies. Directors are also elected for the 
chief divisions of the areas of the Associations and » further 
decentralisation is secured by the District Committees. 

A landowner becomes a member of an Association when such an 
Association acquires a mortgage on his land ; membership ceases with 
the cancellation of the mortgage. Landowners living within the area 
covered by an Association and fulfilling the conditions imposed by its 
articles of association, may not be refused loans, and they may claim 
48 
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them up to the amount for which their estates after valuation furnish 
the security required by the particular regulations. The earliest 
Associations admitted to membership only large owners holding under 
specific tenures, but, especially within the last generation, and 
particularly as a result of the great Agrarian Conference of 1894, and 
the subsequent action of the Prussian Government, which urged the 
individual Associations to devote more attention to the needs of the 
smaller proprietors, small landowners have been brouglit within the 
range of eligibility. That quite small owners may now obtain loans 
is evidenced by the fact that one Association, lending up to half the 
value of estates on first mortgage, fixes the minimum loan at £15, 
some others fixing it at £25 ; at the end of 1911 one Association had 
loans outstanding upon 281 properties of under 12-^ acres, another 
granted (in 1911) 34 loans u{X)n properties of less than 2i acres, and 
1,480 loans on properties of over 2i acres, but not exceeding 25 acres. 
The maximum limit to the amount to be lent upon estates is fixed by 
most Prussian Associations at ^ ths or f rds of their value as a first 
mortgage charge, in the non-Prussian Associations one-half is the 
usual limit. 

The loans are, as a rule, made not in cash, but in bonds, which the 
borrower either realises independently, or takes to the Loan Bank of 
his Association (if such a Bank has been established), the latter selling 
them on his behalf or making him an advance on their security. 
Intending borrowers may choose the rate of interest to be paid, the 
rates most usually open to their choice being 3, 3i 4 and 4i, per cent. 
Bonds of various denominations are issued; there are bonds of £3 16#., 
£5, £7 10«., £10, £15, £20, £25, and up to £150, some Associations 
issuing those of £250, and the Central Association those up to £500. 
These bonds, which are not redeemable by holders, have consistently 
maintained a strong position in the market ; thus at the time of the 
Napoleonic wars, when Prussian 4 per cent, stock sank to 20, Silesian 
land bonds never fell below 50. 

The loans granted by these Associations are not subject to recall : 
the rate of interest is as moderate as possible, being closely related to 
the prevailing market rates for money, and cannot be raised, and 
while annual payments are required until at least a certain percentage 
of the capital debt has been accumulated in a sinking fund, repayment 
may be made by additional instalments at the mortgagors' convenience. 
Costs arising in connection with valuation and other preliminary 
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expenses are kept as low as possible, and are often waived by the 
well-established Associations ; the necessary contributions towards the* 
cost of administration of the Associations are, moreover, relatively 
inconsiderable, as the office holders, ajiart from the Syndics, usually 
give their services gratuitously. Proper consideration of loan 
applications is secured by the fact that these organisations are 
thoroughly conversant with agricultural conditions, and are 
in a position ,to appraise the value of estates and the business 
capacity of owners through their local representatives, who 
are themselves agriculturists and members. Through these 
local representatives, who as members are directly interested in 
the Associations are also the good management of their Association, 
enabled to secure continuous supervision of the mortgaged security 
without incurring expense. 

Of the sixteen Mortgage Credit Banks, which have been established 
for the whole of a State, Province, or District within a Province, and 
whose liabilities are guaranteed by the public authority of such areas, 
only one, namely, that at Hanover, restricts its mortgage loans to 
those on rural property. The original purpose of many of these 
institutions was to assist medium and small landowners, by loans on 
reducible mortgages, to redeem burdens or servitudes which still 
attached to the possession of their holdings at the time when the 
emancipatory legislation declared such charges to be commutable. 
They have lost this special chai'acter, and have all developed into 
institutions for mortgage and communal credit. The total of their 
outstanding loans amounts to about £100,000,000, of which half has 
been lent on mortgage security. Funds are mainly obtained by the 
issue of bonds, which are recognized as trustee securities, but working 
capital is also provided by deposits, payments by borrowers into 
sinking fund accounts, accumulated funds, and grants or loans from 
the State or other authority concerned. The bonds of these Banks 
are, in most cases, redeemable by the banks themselves, (but not by 
the holders) by drawings, but as a rule a certain period must elapse 
after the issue of bonds before a Bank may include them in a drawing. 
Most Banks pay their loans in cash, not in bonds, as in the case of 
the Landschaften. 

These banks have served in an especial manner the needs of 
medium and small landowners, and afforded them facilities for obtain¬ 
ing loans at moderate rates of interest, not subject to recall, and 
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repayable in small, fixed annual instalments (with power to make 
*additional rejiayments on yiviiij^ notice of from three to six months), 
Hums as low as £15 arc lent by at least six of these Banks ; and one 
Bank grants loans as small as £2 10s. The rates of interest usually 
range at the present time from 3i to 4 per cent.; and there is, in 
addition, an annual charge for cost of ailministration (usually J to i 
per cent.). Sinking fund payments are compulsory in most cases, 
and the minimum amounts are variously fixed at i, f or 1 per cent. 
Bejiayment may be made by the presentation to a Bank of its bonds 
bearing the same rate of interest and the same nominal value as bonds 
issued to the mortgagor in respect of a loan. 

These Mortgage Credit Banks arc usually exempted from stamp 
duties and court fees. They have also the advantage of the co-opera¬ 
tion of the local revenue authorities, or other public olRcials {e.ff,, 
officials of public savings banks). Some banks appoint private 
persons resident in different parts of their areas as their agents, in 
order to be in a position to obtain further information with respect 
to borrowers. They are thus enabled not only to secure the necessary 
local information and supervision, but can also bring credit facilities 
within the convenient reach of farmers throughout their areas. It 
is worthy of notice that these Banks do not hesitate to "endeavour to 
attract clients, whether borrowers or depositors, by advertisements in 
daily and other papers. 

There are in Germany 37 Joint Stock Mortgage Banks (excluding 
the Hessian State Joint Stock Mortgage Bank), which arc commercial 
undertakings, constituted, in aeconlance with the Imjierial Mortgage 
Bank Act of 1895), for the pui’pose of lending money on mortgage 
security. Instead of being associations of borrowers, like the 
Landschaften, they are associations of lenders, which were laigely 
modelled upon the Credit Foucicr of France. The last-named was 
founded in 1852; of the 37 German Banks one was established in 
1858, 27 in the period 1862-73, and 8 in the period 1894-96. But, 
unlike fhe Credit Fonder, which possesses a monopoly for the whole 
of Fi-ance, the German Mortgage Banks represent a decentralised 
system, in which any of the Banks is free to extend its business over 
the Emigre. Their business has greatly developed: thus in 1880 
the total of their outstanding loans covered by mortgages on urban 
and rural property amounted to £77,886,000, in 1900 to£837,882,000 
and in 1911 to £654,870,000. 
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Tliey fall into two classes—"pure” and “mixwl” Mort{>’a<je Banks. 
The former, 29 in number, icbtrict their business to the following; 
loans on mortgage and issue of mortgage bonds ; the acipiisition and 
sale of, and lending on, mortgage security; the grant of loans to public 
bodies and to light railway undertakings; the purchase on commission 
of stocks and shares; the collection of bills and cheques ; safe-deposit 
business, and the acceptance of deposits at interest. The “ mi\tHl ” 
banks engage in ordinary banking business, but speculative business 
is prohibited. 

All Joint Stock Mortgage Banks require the special authorisa¬ 
tion of the State; and are subject to State supervision in every 
branch of their business, each Bank being assigned a Commissioner 
who, before any bond is issued, has to certify that it is duly covered, 
and who, jointly with the Bank, has the custody of all its books, 
documents and cash in hand. 

Only about 6 per cent. (£31',000,000) of the total mortgage 
loans outstanding at the end of 1911 were secured by mortgages on 
rural estates, and in 1909, 91 per cent, of tho total loans outstanding 
on rural mortgages had been granted by one Prussian and seven 
Bavarian Banks. The Act requires that, in so far as bonds arc 
issued upon the security of rural mortgages, half of the total amount 
of this class of loans, which are advanced by any Bank, must be 
made subject to annual sinking fund j>ayment8 of at least one-quarter 
per cent. ; the majority of Banks require such payments in respect 
of all their rural loans, and fix the minimum at one-half per cent. 
Rural mortgagors must be accorded the right to repay loans in whole 
or part before the stijuilated period under the sinking fund scheme, 
and may only waive such right for a period not exceeding ten years 
from the date of loan. Moreover, although the annual jiayments 
on account of interest remain unchanged, regardless of the progres¬ 
sive diminution of the capital debt by payments to sinking fund, 
yet the interest falling upon the amounts credited to sinking funds 
is annually applicable to that fund. No agreement peirmitting a 
Bank to call in a loan is valid. Minimum loans are fixed by some 
Banka—the Bank showing at present the largest total of rural loans 
fixes it at £50 ; and the maximum loans may not exceed three-fifths 
of the ascertained value on first mortgage, or, with the concurrence 
of the State concerned, two-thirds of such value. Loans must be 
paid in cash as a rule: payment in bonds is only permissible if tho 
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articles of the Bank exprcssty permit it, and the borrower gives his 
assent. In the latter event specific authorisation must be entered 
in the conti'act for the borrower to repay in cash or in bonds of the 
Bank, at his Urscretion. Bonds of various denominations are issued, 
the minimum nominal value appears to be £3, and the maximum 
£230. In 190S), SS'dS per cent, of the value of the bonds bore 4 
per cent, and 39‘63 per cent. per cent.; since that date bonds have 
been issued mainly at 4 jKsr cent. Except in the case of six Bavarian 
Mortgage Banks, these bonds arc not recognized as trustee invest¬ 
ments, but almost without exee 2 )tion they arc acce]>ted as first class 
security by the Imperial Bank. Mortgage bonds may not be issued 
to an unlimited extent; pure Mortgi^je Banks may issue only up to 
15 times the amount of their 2 >^id-up capital and reserves, unless 
previous to 1900 a Bank held the right to issue in excess of that 
multiple, when a maximum multiple of twenty is fixed. Mixed 
Mortgage Banks are limited to a lower multiple. Adequate publicity 
is secured by statutory provision, every Mortgage Bank being obliged 
to jmblish, not later than in February and August of every calendar 
year, in the Official Gazette and in the news-i>aiiers selected for its 
regular advertisements, detailed statements showing its position. 

German Savinffe Jiunks arc mortgage credit institutions of very 
great importance for farmers; in 1910 their total investments in 
rural mortgages may be estimated at £170,000,000. At that date 
Prussian Savings Banks alone, out of the total of their invested 
funds, which amounted to £579,000,000, had £115,000,000 outstand¬ 
ing on the security of rural property. They are pre-eminently, 
especially in Western Germany, the sources of mortgage credit for 
small and medium farmers, whom they accommodated also at a time 
when no other mortgage institutions were open to them j and they 
now provide, in effect, nearly every district with a public mortgage 
credit institution. 

There are no Post-Office savings banks iu Germany. The great 
majority of public savings banks are institutions established, managed 
or supervised, and guaranteed by the communal, district, or urban 
authorities, apart from whom they do not exist as legal entities. 
At the end of 1910, there were 2,844 public savings banks in Germany 
(excluding Brunswick) with 7,404 branches or agencies, and 228 other 
savings banks with 294 branches. The total deposits of all these 
banks reached the substantial sum of £840,000,000; in 1890 and 
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1900 the corresponding figures were £2.’)7,000,000 and £112,000,000. 
It may be noted in passing that tlio dejiosite of English savings bankls, 
Post Office and other, tlid not amount in 1900 to 30 per cent, of the 
German total. While German public savings banks do not usually 
accept deposits of less than one shilling, the maximum dejwsits 
receivable in respect of any one account often reach a very high 
figure. In Prussia in 1909 there were 39.5 out of 1,.')0(! public savings 
banks which fixed no limit, and for 291 banks the limit rango<l from 
£500 to £2,500. As a result, these banks tend to be used as deposit 
banks by the well-to-do classes. Their attractiveness consists not 
only in the security affordetl, but iu the relatively high rate of interest 
paid. Being institutions indejiendent of a central .authority they are 
not obliged to accord a rate of inU‘rest fixeil for all savings banks, 
but can fix and vary their rates according to the local ein;umstanccs. 
Thus some find it necessary and profitable to pay 3^ or 4 per cent., 
while others obtain ample deposits at 3 and 3^ per cent. The magni¬ 
tude of German savings bank deposits is also to be explained on 
other grounds. Although private banks, both largo anti small, arc 
very numerous in Germany, great joint stock deposit banks- have not 
as yet attained the same development as in the United Kingdom, 
where, at the end of 1910, the number of branch banks amonnte<l 
to 7,151, whereas the total of branches, ageneies and deposit offices of 
large banks in Germany in 1911 amounted to about 1,200. Invest¬ 
ment by small capitalists in the shares of joint stock and limited 
liability companies being less easy owing to the fact that shares of 
the former may not be less than £50, or of the latter £25, their money 
is deflected to savings banks. Private insurance, so common as a 
form of investment of savings in England, does not ajipear to have 
developed to the same extent in Germany. 

The spreird of communal and district banks, which serve more 
particularly the rural population, has been promoted by the Central 
Authorities, especially those responsible for agricultural matters, 
who have also constantly urged these banks to adapt their l3onditions 
of loan to suit the farming class. The special advantage of these 
banks is that they provide farmers with a public mortgage credit 
institution in their immediate -vicinity, and facilitate peraonal rela¬ 
tions between borrower and lender. As a consEKiucnce of its local 
knowledge a savings bank may generally dispense with a special 
valuation and its attendant costs, which, for a cential credit institution. 
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might be out of pro}xirtion to the amount of loan. The cost 
df supervision is also saved. For the small farmer the procedure 
proves far simjiler than when bonds have to be obtained and marketed, 
and other formalities satisfied as in the ease of the Landscliaften. 
Their disadvantages consist in a higlier rate of interest, liability to a 
rise in the rate or to the recall of the loan, and the limiteil facilities 
for reducible mortgages. As to the rate of interest: in 1909 the 
predominant rate of interest payable on the bonds of the Landschaften 
was 3i per cent., and on those of the State and Provincial Mortgage 
Credit Banks 3i and 4 per cent., and on those of the Joint Stock 
Mortgage Banks 4 and 3i, whereas in the s.ame ye.ar 35'5 per cent., 
of the mortgage loan.s made by the savings banks were at 4 per cent., 
and 55'09 ])er cent, at over 1 but not exceeding 5 per cent. Loans 
are liable to he recalleil owing to the circumstance that savings banks 
must bo in a position to realise their assets if necessary at short notice; 
and they reserve the right to raise the rate of interest in order not to 
l>e losers in the event of an increase in the rates paid for deposits 
rendering unremnnerative a former I’ate fixed at a time when the 
deposit rate was lower. With respect to reducible mortgages there 
occurs the same difficulty of lending money for a longer period than 
that for which the lender has received it, but in recent years 
there has been a considerable increase in the volume of rural mortgage 
loans granted subject to sinking fund payments. In 1909 nearly 
25 per cent, of the ontstamling rural mortgage loans granted by 
Prussian savings banks were granted on these conditions. 

Most savings banks restrict their Mortgage investments to 
property situate in their own or neighbouring districts, or lend less 
upon a projicrty not within such limits; and a Prussian Ministerial 
Order enjoined that the lending of money on mortgage security 
outside the area of the bank should only be admissible when a fixed 
period of redemption is stipulated, and when such mortgages do not 
exceed the fourth part of its total mortgage investments. Under 
present ciicumstances, the greater part of the money collected within 
the particular areas is thus devoted to investment within the same 
areas. Savings banks usually fix the limit of mortgage loans at from 
one-half up to two-thirds of the ascertained value of the property. 
Many banks, however, with a view to encouraging the creation of 
small holdings and allotments, are prepared to lend up to three- 
fourths or even five-sixths of the value of newly purehased holdings 
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situated within their district, providetl that at least one-half per cent, 
of the capital is to be repaid annually ; in special circumstances thig 
sinking fund payment may be waived for a period of two years. 

In most Prussian Provinces there are Land Improvement Funds 
or Land Improvement Annuity Banks, which form in fact branches 
of the provincial administration. They were founded as a result of 
the demand by agricultural organisations for the provision of creilit 
for laud improvement which should be atlccpiatc in amount, not 
subject to recall, amortisable, and bearing moderate interest. In 
Saxony, Bavaria, Ilessc, and Oldenburg, Laiul Improvement Annuity 
Banks also exist. But these institutions have not develofied any 
great volume of business, nor have loans been usually made to indivi¬ 
duals, except in Prussia, where, down to the end of 1908, £‘2 .j 0,000 
out of £505,000 lent had been grantwl to large landowners holding 
under family or other special settlements, and an additional £20,000 
to other landowners within the same period. In Bavaiia and Saxony 
where ihese Banks show greater activity, the great bulk of the leans 
have gone to communal authoiities for water supply and for local 
schemes of dminage and road construction. The Bavarian Legislature 
has recently (1908) extended the scope of the Bavarian Bank to the 
loan of money for pr omotlug the production and supply of electric 
light and power, especially in country districts, as well as the erection 
of dwellings for rural and other work-peojile and the settlement on 
the land of agricultural labourers; and at the same time the limit 
of value of bonds (for which the State is guarantor) in circulation was 
raised from £1,500,000 to £2,500,000. 

The Prussian Provincial Aid Banks grant credit mainly to bodies 
of a public or semi-public character—to communes, unions of 
communes {Kreise), school and ecclesiastical organisations, and 
co-operative societies, especially those for land improvement. In 
two or three provinces, however, loans on mortgage security are 
made rather extensively to individual owners. Like the Prussian 
Land Improvement Banks they arc conducted as a department of 
the provincial government. 

Under a Prussian Act of 1850 seven Rent Charge Banks were 
created, each to serve one or more provinces, and authorised to issue 
bonds to landowners in settlement of charges and servitudes due to 
them (but declared by an Act of the same year to be commutable) 
and to collect from landholders thus relieved annuities composed 
49 
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of interest and sinkin^y fund payments. The special duties thus 
assit^netl to them appear to liave lapsetl with the redemption of the 
liabilities involved, and the Banks were susfiended in 1881. Ten 
years later they were re-established for the especial purposes of 
the new policy of settling small and medium holders on the land. 
Their present functions are :—(I) to issue bonds on certain condi¬ 
tions to vendors upon the sale of their property for conversion into 
small holdings up to three-quarters of the selling price, and to 
collect the annuities due thereon; (2) to make advances in connexion 
with the creation of small holdings (for paying off charges, erecting 
dwellings and farm buildings, &c.); and (3) under certain conditions 
to settle by cash payments with co-heirs to properties coming under 
the Small Holdings Acts. 

These Banks are, in effect, the financial departments of the State 
organis.ations, known as tlie (ieneial Commissions, in connexion with 
the creation of small holdings. The Small Holdings Acts, by virtue 
of which State credit (that is, through these Banks) is granted, allow 
any jK-rson or binly to und<?rtake the division and settlement of a 
property, but require, before State credit is granted, that plans for 
division, equipment, settlement, &c., must be approved by the General 
Commission having jurisdiefion. It should be observed, however, 
that these Bank.s, which from 1891 to 1909 had issued bonds of the 
total value of £5,000,000 in respect of small holdings, do not represent 
the entire extent of State action in Prussia as regaids land division 
and settlement. In the Provinces of West Prussia, and Posen, 
where these Banks do not operate, the Settlement Commission—a 
State organisation with some 000 officials which was created in 1886 
and has been amply eiidowetl with funds—stated at £30,000,000 down 
to 1911—purchases, divides, and distributes estates, and undertakes 
all the necessary financial transactions connected therewith. 

Finally, under the Imperial Invalidity Insurance Act there exist 
thirty-one Tiisitrancr, THilifnlions, each with an independent legal 
status, and operating within a particular State, groups of States, 
Province, or District. These institutions receive the contributions 
of, and pay the benefits to, all persons insured under the Act against 
invalidity and old age. The Act authorises a certain proportion of 
the funds to be invested for puriwses of general social welfare within 
the districts of the various institutions; in 1909, £14,025,000 was 
invested in leans for the housing of the working classes and £5,143,600 
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in loans for agiiciiliural purposes. Under the latter beading 
are includetl loans for light railways in rural districts, for land* 
improvement, and for the improvement and construction of roads. 
Loans are usually made to or through non-profit-seeking co-operative 
societies, employers, or to communes; seldom to individuals. 
Mortgage security is generally requireil, loans are subject to recall 
at three or six months’ notice, and sinking fund payments are 
obligatory, while facilities for addditional repayments of debt 
appeared to be allowed. The predominant rates of interest now 
charged lange from 3 to jier cent. 

Insurance Companies have inveslesl nearl 3 ? three-quarters of their 
funds in mortgages, but only an insignilicant iiroportion in rural 
mortgages j in 1907 only 790 loans of the total value of £il,43.5,000 
were outstanding on rural mortgages, as against £162,710,000 on 
urban mortgages. Even this small total of transanctions is decreasing. 
Such companies are legally [lermitted to make loans up to three-fifths 
or two-tbiixls of the valuation, but siiecial rules ]nescribe that they 
must not, as a rule, lend over £10,000, anil in the case of loans of 
over £5,000, s^iecial valuations must be niade. 

From the foregoing summary of the organisation of Cerman 
mortgage credit it will be seen that Cciman landowners, both 
large and small, are amply provided with credit agencies which, 
mainly of a public character and non-profit-seeking, grant loans 
up to one-half or two-thirds of the valuation on first mortgage 
at moderate and unchangeable rates of intei’cst, not subject to 
recall, and repayable by small annual instalments to sinking 
funds, with facilities to make additional rejiayments on giving 
short notice. The Joint Stock Mortgage Banks form an exception 
in respect of profit-seeking, but the Mortgage Bank Act secures 
certain important advantages for landownem; and the savings 
banks, although in theory they are debarred from granting loans 
not subject to recall, do in fact lend a considerable amount against 
reducible mortgages (which are not subject to recall) and, as ‘regards 
the balance, are seldom forced to exercise their right of recall. 
Although not aiming at profits, these organisations are able to 
realise surpluses, the State and other Provincial or District Institutions, 
as well as the savings banks, contributing considerable sums annually 
to their guaranteeing authority for public purposes ; while the 
Landachaften, especially as a result of ancillary business {e.g., their 
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Loan Banks), are able to apply substantial sums to the relief of the 
’’ iiidebtetlness of their meinbci's. 

The organisation of German mortgage ere<li(. prescnls the further 
important feature of decentialisiition. The savings banks provide 
nearly every district with a public mortgage credit institution ; and 
the special organisation or organisations for mortgage credit in each 
Prussian province, or in each State, bring their services within the 
convenient reach of farmei-s thiougliout their areas by tlieir system of 
local representatives. 

Exce 2 ;)t in the case of the saving banks, capital is mainly oblainetl 
by the issue and sale of laud mortgage bonds, for whose interest and 
capital the particular institution undertakes the resjionsibility. The 
LanduchnJ'/eu alone appear to leave to the borrower the realisation 
of these bonds, facilitating this, however, through their loan banks ; 
the other institutions pay the boi rower in cash at a rate slightly below 
the current market rate, realising the bonds on their own account at 
the same time or at some suitable future date. The borrower has 
usually to pay from J to i per cent, as commission for this service. 
Loans by the issue of bonds arc advantageous as not being subject to 
recall or to an increase in the rate of interest on the part of the lender, 
and as allowing the borrower to repay his debt by the pureliase and 
presentation of bonds of the same class and issued by the same 
institution when such bonds arc low in j^rice. Their principal 
disadvantage consists in the possible depreciation in value at the time 
of loan, although the borrower is liable to pay interest on and to 
redeem the loan at the amount of the nominal value of the bonds (or 
must purchase and present such bonds when higher prices 
prevail). 

The organisation of institutional mortgage credit in Germany 
has been immensely facilitated by the complete system of registration 
of title in that country. The uniform system, based on the Prussian 
medel and introduced for the Empire in 1900, provides for obligatory 
registration of title, prority of each registered charge in the order 
of its registration, and freedom of inspection of the registers. These 
registcre, drawn up for small areas and maintained by them, describe 
each estate and recite all personal charges (^.y., usufructuary rights) 
and other charges ; and in general, no claims against such states not 
duly registered are valid in a court of law. It may be added that 
the total costs in connection with the registration or cancellation of 
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mortgages are moderate. The registration o£ a mortgage charge for 

£500 in Prussia costa £!i, and its cancellation half that amount, 

• 

including in each case the notarial and court fees. Compulsory 
registration of title as it exists in CJermany, Austria-Hungary, and 
Bussia, or at least compulsory registration of deeds (as in France, 
Belgium, Holland, North America, and elsewhere), appears an 
indispensable pre-requisite for the foumlation of a sy stem under which 
landowners may obtain mortgage crcilit on suitable terms by the 
creation of land bonds which would take their place as first-class 
securities in the open market. In Ireland registration of deeds has 
been in force since the eighteenth century, and by reason of the 
transactions under the Ijand Acts, registration of title has taken place 
with regard to a great portion of the country ; in Scotland there is 
registration of deeds ; but in England the system of registration of 
deeds appears to be in operation only for Middlesex and Yorkshire, and 
of registration of title only for London. 


PERSONAL (SHORT-TERM) CREDIT 

Tinder this heading is considered credit based mainly on the 
security of the general standing of the borrower, or of the borrower 
and his surety, as well as on an implicit estimate of his or their 
assets in the event of ultimate default, as distinct from credit base<l 
on the definitely assigned securit.y of real property. The former 
credit tends to have the further distinction of being sought and 
granted for relatively short terms. 

For the provision of this form of credit in adequate amount and 
on suitable conditions as to interest and repayment, farmers, especially 
medium and small farmers, require a different credit organisation from 
that which has been evolved for merchants and manufacturers ; and 
for certain rather obvious reasons. The outstanding feature of the 
agricultural industry is the length of period of production. Within 
limits the manufacturer can hasten at will the process of production, 
and repeat his products, or the trader can restock his store several 
times within the year ; for the farmer the time of beginning and the 
time of finishing production are fixed by nature. Although the 
duration of the period of production may be shortened to some 
extent, artificial hastening processes are not applicable in most cases, 



390 


I’llOVISlON OP BOKROWlNCt FAulLlTlllS. 


and lack the effectiveness of the machine in industry. In certain 
important branches of agriculture the period of production may 
extend over several years . thus a foal requires three or four years, 
and a calf two or three years befoi'e becoming utilisable or marketable. 
And the returns of agricultural production are more uncertain than 
those of commerce and industry owing to accidents of harvest, risk of 
disease, perishability of produce, and other causes. Another 
jieculiarity—making due allowance for depressions and for numerous 
seasonal trades outside agriculture—is the irregularity of monetary 
returns from year to year or their tendency to fall in certain months 
or periods in each year. Unless liis farming is mixed the farmer 
obtain.s his main roeeqits in autumn, when he sells his crops. Under 
these circumstances a banking system which aims at a rapid 
turnover of funds and grants credits of three and four months, with 
one or two renewals for like periotls, is of very little advantage. 

Urban bankers, being naturally more conversant with commercial 
or industrial undcrtaking.s, are less capable of judging the standing 
of a farmer and his business capacity. Credit implies conlideuce 
and facility of supervision ; but the banker is unacquainted with 
farming, and farms arc comparatively isolated units, usually more 
or less remote from the banking office. Ordinary commercial tests 
are not often a 2 iplieable, csiieeially where smaller farmers, whose 
book-keeiiing is ajit to be very incoinjdete and unmethodical, are 
concerned. The same difficulty jiresents itself as to any jiroposod 
sureties, who are also likely to bo farmers. Other banking security is 
often out of the question ; and the procuring and bringing of 
sureties to the bank involves great possible loss of time and expense. 
The world in which the banker or bank manager moves is not that 
of the farmer, so that [lersonal knowledge is infrequent. The whole 
situation is rendered even more unfavourable by the sujiplanting of 
small country bankers by branches of great banks, which are directed 
on fixed lines from headquarters, and whose managers are frequently 
changed. Qommercial banks cannot, moreover, be brought nearer 
than small towns ; even a branch office (as distinct from a mere 
depositing office) entails a minimum expenditure for salaries and 
office of from £300 or £4.00 per annum. The smaller farmers offer 
also little attraction to the ordinary commercial banks as borrowers, 
and, apart from other disadvantages, pay for the small loans they 
require an unduly high percentage as interest and commission. As a 
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result farmers cannot obtain from banks, organised mainly to serve 
industry and commerce, credit in suitable amount, at reasonable 
interest, and on the security which they e in usually provide. 

Yet, while commercial banks have become h ss satisfactory from 
the standpoint of the farmer, his need lor working capital has greatly 
increased. More scientific and intens >c f.inring, made necessary by 
competition which has been lacibl tted by improved and fheapened 
transport, refrigeratory processes, an.l oilier cause?, requires more 
capital expenditure on bdoour, t<:truseis, fecding-stnffs, and 
machinery ; payment in kind is being g-adually entiuly superseded 
by payment in currency, while money wage.s are higher ; and other 
expenditure, including cash payments to the State and other public 
authorities, has increased. 

German farmers have advanced very far towards the solution of 
the problem of obtaining ailequate credit at moderate rates of 
interest and on convenient terms of rejiayment liy means of the 
17,000 local co-operative banks established and conducted by them¬ 
selves, such banks being further organised in central co-operative 
banks. The membership of 1-1,993 local banks existing on January 1, 
1910, totalled 1,417,706 persons, a figure which rejiresented one- 
sixth of the agriculturally occupied population of Germany in 1907 ; the 
total turnover in 1910 of 14,729 societies amounted to £ 261,605,000, 
and, at the end of that year, the loans outstanding for fixed 
periods, together with overdrafts, to £ 93,031,000, while at the same 
date the savings deposits totalled £ 92,429,000, and the deposits on 
current account £10,805,000. At the end of 1911 there were 
affiliated to 37 central banks (omitting the Prussian State Co¬ 
operative Bank) 17,068 societies of all kinds, of which 14,508 were 
credit societies ; and the total turnover of these central banks in that 
year amounted to £410,391,000. 

Different German co-operators employed the same phrase iu 
giving to the writer the reason for the growth of rural credit 
societies: '‘they are the children of necessity (the Kinder ier Not)". 
Individual small farmers must, in fact, rope themselves together 
with more or less stable bonds in order to be able to present to lenders 
and depositors a security which the latter can accept as a guarantee 
that their money will be repaid in the ordinary way and without the 
exercise of legal pressure. And such local associations can lend 
money to persons not providing “banking security'’, as they know 
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their trustworthiness and can judf^e their business capacity, while 
sapervision is automatically brought into play within their restricted 
areas of operation. In ordinary commercial banking facilities it is 
probable that Gorman farmers of the present day are better off than 
British farmers. A.s in England the great German Joint-Stock 
Banks tend to become greater, and their branches or agencies more 
numerous, but banks working only in one locality, one district, or 
one province are far more numerous in Germany. There are over 
200 small joint-stock banks, besides the urban co-ojieiative banks, 
about 1,200 in number, and private bankers arc estimated by leading 
writers on German banking to number from 4,000 to 6,000. In 
nearly every country town in Germany may still be found one or 
more substantial banking firms ; and from these, if only by reason 
of proximity, freedom of action of managers, relatively good 
knowledge of agricultural matters and persons (as being often 
established in country district centres) and of competition among 
themselves, it might have been expected that farmers could have 
obtained credit on suitable terms. 

Despite this multitude of Raiffeisen banks, their large membership 
and business, Puopessor Uiesser, the most eminent authority on 
German commercial and industrial banking, writing in 1912, 
observed that much still remained to be done and must be done in 
this direction, as “agriculture requires a credit system adapted to the 
special nature of the conditions of its production.” And a 
distinguisheil Prussian Minister of Finance, in the course of a 
parliamentary debate on the budget of the Prussian State Central 
Co-operative Bank, for whose foundation he was directly responsible, 
declared ; “This must be our goal—to have a co-operative loan bank 
in pi'actically every parish of the whole monarchy”. 

Raiffeisen (1818-1888), with whose name rural co-operative 
banks have become associated, began his co-ojierative career in the 
winter of 1847-8 with the foundation in a small village of a 
benevoleift society for obtaining corn and potatoes and selling them 
at low prices to the poorer inhabitants ; this society was one of 
many of the same type^founded in Germany about this time, when 
very serious distress prevailed. Two years later he founded in 
another village, a society which at first bought cattle and sold them 
to poorer landholdei's, but which later lent money on surety 
directly to the latter for this purjioso. Upon his transference as 
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burgomaster to Heddesdorf, near Neuwied on the Rhine, he 
founded a third benevolent society with van'ous objects, bat 
especially for the procuring of cattle for, and the granting of credit 
to, poorer farmers. This society, which gradually became merely 
a loan society, was composcHl of well-to-do inhabitants living 
in or near the village of Heddesdorf, who lent to less 
fortunate inhabitants of the area, obtaining capital on the security 
of their collective unlimited liability. The assisted ]x>v8ons had 
nothing to do with the society, whose members acted as guaranteeing 
intermediaries between the capitali'.t and thomselves. The first 
association founded by Raiffeisen in which the fundamental co¬ 
operative idea of the collective liability of the bonowei-s themselves 
appears, was that of Anhausen (l8tl-2). Theie were already in 
existence co-operative societies with unlimited collective liability, 
which had been created by Schui//e of Delitzsch, a small town in the 
Province of Saxony, for the purpose of procuring credit for their mem¬ 
bers, who were mainly artisan.s, small employers of labour, and small 
shopkeepers. JBut Raiffeisen had in view the needs of agriculturists. 

At the present time the majority of Raiffeisen banks in Germany 
may be said to present the following features :— 

Limitation of area, so as to secure mutual personal knowlctlgc 
on the part of mcmbei's ; 

Low shares; 

Permanent indivisible reserve fund ; 

Unlimited liability of the members ; 

Loans only for productive or provident purposes ; 

Loans only to members j 

Credit for relatively long periwls with facilities for repayment 
by instalments; 

The deteimination every year by the members of each society 
of the maximum credit that may bo held by individual 
members at any time as well as of the maximum total 
of saving deposits receivable and of loans that> may be 
taken up by the society ; 

Absence of profit-seeking, dividends if paid being usually 
limited, as a maximum, to the rate of interest paid by 
borrowers for loans; 

Office holders, with the exception of the secretary, not paid for 
their services; 


50 
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• Promotion of the moral as well as the material advancement 
I of members, and in partieular the purchase of agricul- 

tniul requisites for sale to members and often the 
procuring of agricultural machines and implements for 
letting on hire to members. 

Compared with the ordinary urban credit societies of ^the Schulze- 
Delitzsch type, which were originally organised for the s])ccial piirjwse 
of furnishing credit to small traders, employers and artisans in 
towns, many important differences aj^iK'ar. The areas of the banks 
of the latter kind are not narrowly limite<l, shares are high, being 
rarely less than £ I.*), and sometimes reaching £7.5 and £100; there 
is no indivisible reserve ; loans are usually made only for terms of 
three months, when they are subject to renewal, and are repayable 
in a lump sum, dividends, sometimes very high dividends, are paid; 
regular banking offices are maintained with at least two permanent 
paid officials, who form the committee of management, while the 
members of the board of supervision receive remuneration; the 
banks confine themselves to pure banking business; and their offices 
arc usually in towns. At the beginning of 1912, out of a total 
membership of 641,429 members in 1,002 credit societies, 26’6l 
per cent, were returned as “independent farmers, gardeners, foresters, 
and fishermen.” In certain districts farmers are attached in large 
numbers tj these societies, which had spread, notably in the smaller 
towns of the eastern provinces of Prussia, before the Baiffeisen 
movement was introduced in those parts. Thus for 85 Schulze- 
Delitzsch societies in east and west Prussia, having at that date 
a total membership of 60,391, 29,278 were returned as belonging to 
the four classes just mentioned; for 34 in Posen 11,136 out of a 
total 22,233 ; and for 80 in Silesia 18,451 out of a total of 69,039. 
In many cases where a noteworthy percentage of such members 
is returned, they are to a great extent large farmers, the particular 
society meets the siwcial needs of landowners by making loans for 
longer 'terms than the majority of Schulze-Delitzsch banks do, 
allows easy terms of repayment, and in other ways adopts the usual 
principles of the Baiffeisen societies. There is also a certain number 
who become members, not with a view to borrowing, but merely for 
the sake of investment of savings, either as shares or as deposits, at 
a high rate of interest—shares are frequently as high as £75, and 
dividends at 6 or 7 per cent, not uncommon—this is probably 
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especially ti-uo of a large proportion of the women members returned 
as belonging to this group and who numbered 13,203 out of a total 
of 170,073, or 71 iier cent., in 1911. 

As it is a princijile of the SehuIzc-DclitEsch system that the 
area chosen should be of a kind to allow of the development of a 
regular banking business cajiablu of suj>j»orting a salaried staff of at 
least two persons and of yielding substantial dividends on shares, these 
societies are established in towns or must cover fairly wide areas. 
The feasibility of the minute supervision of their credits is thus 
diminished and their usefulness to smaller farmers seriously impaired. 
Their large membership renders im}x>ssiblc [wrsonal relations between 
membem : in 1911 the average membership was 623, and there were 
societies with 11,650 members, 8,987 members, and seveml with from 
2,000 to 5,000. Their business attains sometimes immense proportions : 
some banks visited by the writer showed annual turnovers of 
£21,000,000, £10,700,000, £6,700,000,and £3,600,000. Their credit 
is dearer and for shorter periods than that granted by the Raiffeisen 
banks. They represent in a large measure commercial, profit-seeking 
undertakings, being rather companies of lenders having as their 
primary object the earning of dividends rather than the provision 
of cheap credit. Many have developed into ordinary commercial 
banks, others have been absorbed or converted into branches of large 
joint-stock banks. The smaller societies tend, however, by reason 
of their being localised institutions with organs of at-lministration 
composed of many [lersons representative of the various producing 
classes of members, to be in a better position than proprietary or 
joint-stock banks to judge the character and standing of such persons, 
and thus aid small men unable to furnish ordinary banking security. 
The general unsuitability of this type of society for German farmers 
is shown by the circumstance that, while they have made no progress 
in country districts the Raiffeisen type continues to spread in these 
districts. 

* 

The principal functions of Raiffesen banks are: (1) to meet the 
needs of their members for supplementary personal credit or current 
working capital, (2) to promote thrift among the rural population 
by reeeivng their savings as well as the savings of non-members 
and paying interest thereon, and (3) to act in general as the village 
banker. They are not meant to supply members with their entire 
working capital but to supplement it; and, speaking generally, they 
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supply such credit inaluly on personal security and for productive 
or prevident purposes. Loans are also frequently granted for part 
or full payment for holdings in those parts of Germany where small 
holdings predominate ; and a certain nunihcr of credit societies have 
carried out, with good results, the purchase and breaking up of 
fairly largo properties. 

German rural societies, nearly all of which bear the doAible title 
of Savings and Loan Ifauks, derive the greaiest part of their working 
capital, in fact, over 90 per cent., from the de|)osit8 of members and 
of non-members resident within their own areas. Among the advan¬ 
tages they offer to the rural population as savings banks are almost 
absolute security, attractive interest, and proximity. The security 
of depositors’money is safeguarded in ordinary circumstances by the 
fact that the rural society coniines its business to a small area and to 
simple, well-secured transactions; by the regular examination of the 
state of its business by the board of supervision (vvhose members bear 
a special rc8i>onsibility under tlic Act); by the general knowledge 
of the affairs of the society being common to the bulk of the members; 
by regular outside audita; and if all these should fail, through the 
joint and several liability incurred by members. This liability is 
unlimited in the case of 9i iier cent, of the societies. The legal 
provision that the total amount of the savings deiwsits that may be 
accepted, and of the loans that may be contracted by a society, 
as well as the provision that the limits of tlie advances that may be 
made to individual mernbors, must be annually fixed by the geneml 
meeting of members, prevent the extension of business beyond the 
collective solvency of the members comprising the society. The 
history of German rural credit societies has demonstrated the excel¬ 
lence of the security offered : it is aflirracd that depositors have never 
suffered loss. Aud in the sixteen years 1895 to 1910 only 19 rural 
credit societies were involved in bankruptcy proceedings : a striking 
rccowi when it is considered that since 1901 there have been over 
10,000 societies and since 1909 over 15,000 societies of this kind 
in Germany. Compai'ed with other banking and credit undertakiTigs 
—one German writer has computed the frequeUcy of bankruptcy 
per 10,000 undertakings over the period 1895-1903 as being fifty-five 
times more frequent with them thau with the credit societies. 

These societies pay from 8 to 4 per cent.— ^at least 70 per cent, 
appear to pay 3i per cent, and over—on deposits; and they endeavottr 
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to obtain deposits not only from members, but from non-members of 
every age and class. Savings boxes are distributed, savings stamjis 
and savings cards of various values are sold, and every suitable means 
taken to collect the uninvested money of the community. As a 
result of their success in this respect the savings of rural communities 
are utilised for the purpose of further wealth production in the same 
area. 

Local societies are able to grant loans to their members at from 
4 to 5 per cent,; rates not exceeding ti per cent, predominate except 
in the eastern provinces of Prussia, where the jiopulation being 
thinner, and less prosperous, deposits are less abundant, and higher 
interest has to be paid on them, while the credit of the central banks 
has to be more frequently invoked. The central banks lend money 
to credit societies at rates which vary according to market conditions; 
but the normal rates of interest for advances within the ordinary 
credit, as allotted periodically to each society range from to 5 per 
cent. A small commission of "f'ty o*" P®’’ c®nt. is also usually 

charged yearly or half-yearly on the amount of credit taken up. 
The local societies generally levy a single commission of to 4 
per cent, (most usually on the majority of loans; on advances 

for property purehase or settlement with co-heire a higher commission 
is usual. The cheapness of the credit appears more striking when it 
is recollected that ordinary commercial credit in Germany is dearer 
than in England. 

Loans are secured for the most part on personal bonds backed by 
sureties, but mortgage security is not uncommon in certain districts. 
The committee usually asks the purpose of the loan, and usually enters 
this in the minutes of the transaction. Many of the more developed 
societies do not ask the question, being only concerned with the 
standing of the borrower and of his sureties. Although rural socie¬ 
ties are developing their loan business on current account, the 
majority of loans are still granted for definite periods; at the end 
of 1910 loans outstanding on current accounts granted by 82 per 
cent, of all rural credit societies amounted in value to about 28 pet 
cent, of their total loans then outstanding. Current account loans 
are especially prominent in the two provinces of Saxony and Pomera¬ 
nia, where the majority of societies have adopted limited liability as well 
in- the societies with unlimited liability in Silesia and Brandenburg. 
Care is exercised that loans on current account do not become, in fact. 
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standing loans. Most societies insist that there shall be a real 
movement in the.se accounts by requiring a certain percentage at least 
of the overdrafts to be rejiaid into the account within each half-year 
or year; otherwise they call in the whole amount at once, or reduce 
'the credit, or raise the intercst. 

As to the loans for delinite periods, such periods are determined as 
far as possible in accordance with the desire and position of borrowere; 
they are granted usually for at least a year, when they are generally 
renewetl on application ; they may rnn for two, three, four, or five 
years, but those for longer periods are far from rare. Societies reserve 
the right to recall loans on notice of from one to tfiiec mouths. Easy 
terms of mpaymeut are a marked feature of Raiffeisen societies. 
When arranging for loans borrowers submit to the committee the 
length of time for whicli they require accommodation, and their 
proposed method of reiiayment; ami they are n.siially allowed to repay 
in instalments of equal amounts spread over a period of years. It is 
a not unusual plan to fix the instalments according to the number of 
years for which the loan is grantcil; thus where a loan is giunted for 
two, four or five years there is due each year from the borrower fifty, 
twenty-five, and twenty per cent, of the loan respectively. Borrowers 
are always allowed to make adtlitional repayments on giving notice— 
usually one to throe months’ notice is required—to the society of such 
intention, llepaymcnts of loans appear to be maintained in satisfac¬ 
tory relationship to fresh loans: in 1909 and 1910 the societies in the 
linjjerial Eedor.ition (to wliieh over 80 per cent, of all rural credit 
societies are affiliated) granted fresh loans of the value of £15,075,000 
and £16,910,000 respectively, while the rejiayments on outstanding 
loans amounted re.'-iiectivcly to £9,'^70,000 and £10,990,000. lu the 
same years the amount paid in by members on current accounts 
amounted to £i9,8 7 8,000 and £33,518,000, while the amounts paid 
out to members on the same accounts amounted to £30,683,000 and 
£34,130,000 respectively. 

Blit it may be asked: what course is taken when deposits are 
insufficient (or even non-existent, as u|K>n the establishment of a society) 
or when they are ever-abundant ? As a rule credit is obtained, 
or any excess of deposits over current needs lodged, at a central 
co-operative bank. From the beginning Raiffkisen recognized the 
necessity for combination among rural credit societies so as to provide 
them with a permanent centre at which depositing and borrowing 



PBOVISION OF BOHBOWINO FACILITIES. 


399 


might be advantageouslj’ transacted by non-profit-seeking organisa¬ 
tions which at onee understood and took account of tlie special finanmal 
structure of co-operative societies and of the conditions of their 
business. At the present time over 90 per cent, of the rural credit 
societies ai-o shareholders or members of co-opeiative central banks, of 
which there are nearly fifty (including a.s separate banks the twelve 
branches of the Raiffeisen Central Loan Bank) in Germany. 

These central banks are organised aceonling to provinces or States. 
The German Agricultural Central Li>an Bank, founded by Raiffeisen 
in 187(i, extends its operatioua over the whole of Germany, but it has 
decentialiscd its business by the creation of l!i bi-anehes, which limit 
their operations to fixed areas co-extensive with a province, part of a 
province, or adjoining provinces, a State or congeries of small States, 
and which form in fact provincial banks. The other central banks in 
Prussia are attached to the Prussian State Central Co-operative Bank, 
which occupies in reganl to them in some resjicets the same position 
as the Raiffeisen Bank occupies in regard to its branches. The scheme 
of organisation for Prussian societies is, therefore: (1) local societies 
balancing as far as possible monetary supply and demand among their 
members; (2) provincial banks adjusting similarly the newls of their 
constituent local societies; and (3) larger organisations at Berlin 
(namely, the State Bank and the Raiffeisen Central Loan Bank) 
balancing supply and demand among the central banks, obtaining 
necessary credit, and making necessary investments on the money 
market, for them. 

Outside Prussia no State Central Co-operative Bank has been 
established, but in all the lai-ger States the central banks are in 
receipt of State advances or credit to assist them when the monetary 
demands of the local societies are in excess of the dejKrsita of the latter 
and of other available capital. 

Commercial Banks urge that the granting of loans for the long 
periods reejuired by agricidtnrists would not be advisable, as their 
capital would be unduly tied up. Such banks naturaHy wish to 
realise profits by the frequent turnover of their capital; they often 
operate on small margins; and the bulk of their customers, who are 
traders and manufacturers, do not as a rule leave money for long 
periods on deposit with them. Rural co-operative societies are not 
profit-seeking speculative undertakings ; and (jerman rural societies 
have found that the capital on which they mainly depend, namely. 
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savings deposits of members and non-members, tends to remain with 
tiiem for long pariods. Should a sudden call come, which they are 
unable to meet out of their immediate resources, their solvency is 
practically assnretl through their central bank; in the last resort only 
would they be obliged to exercise the right, which they reserve, to call 
in loans. 

No English agricultural credit society established under the 
Friendly Societies Act—the small number existing have all been 
established uuder this Act—may grant on loan to any member, to be 
held at any one time, a total exceeding £50. German registeretl credit 
societies are only restricted to the extent that every society must fix, 
for each year by resolution of a general meeting of members, the 
maximum of the total advances that individuals may hold at any one 
time. Some societies fix this maximum at a very high figure— 
occasionally up to £5,000 and more; a large number of societies do 
not allow the committee alone to grant the maximum thus authorised, 
but require the atlditional assent of the board of supervision, and often 
fix a lower figure for the committee alone. The atlvantage of this 
facility is that societies arc enabled to adapt their credit business to 
the needs of their members and to the state of development of their 
own resources. The actual amount of credit extended to individuals is, 
of course, dependent on the standing, character, and other security 
furnished by each applicant and the bulk of the loans granted by 
rural societies are for sums not exceeding £50. Taking as fairly 
representative of German rural credit societies the 4,000 societies now 
attached to the Fedemtion founded by Raiffeisen, it is found that, 
in the years 1908, 1909 and 1910, about 45 per cent, of their 
loans outstanding, which totalled 300,000 to 376,000 (1910), 

were for sums up to £15, a further 16 per cent, for sums over 
£15 up to £25, and a further 17 per cent, for sums over £26 up to 
£60. Ten per cent, of the total were for sums over £100. 

It is sometimes contended in England that, as farmers have a con¬ 
siderable ‘reluctance to lettiug neighbours know that they require 
credit, they are not likely to borrow from a credit society. Practi¬ 
cally considered, such objection should carry little weight. If a 
small farmer borrows from a bank he must explain his position and 
bring usually two sureties. These sureties are generally his neighbours 
and the occasion often the market day, when other neighbours also 
travel to the particular town. And banking offices in small (owns 
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are wont to be establislied, not in remote streets but hard by the 
market places. Further, a countryside is a small world where eveay 
farmer knows his fellow-farmer’s position or can deduce it from 
external evidence. In the ordinary German village bank the grant¬ 
ing of a small loan docs not imply meeting the whole committee; 
application is usually' made to the secretary, and the transaction 
usually carric'd through without any fuither formalities. Absolute 
secrecy is imposed upon the seerelAry and other office-holdere, and, 
given the small area, such secrecy is more easily enforced. In Germany 
it is rather the difficulty of the sureties which holds chief place; 
many societies with limited liabihty now assign to members an open 
credit uj) to three-fourths of their liahdity without further security. 
And, as reganls the whole matter of borrowing, it is one of the aims 
of a rural credit society to bring borne to members that fanners, 
like other pinducers, reipiirc to have crc'dit at their command, and that 
it is no blot ou their business reputation to be borrowers. 

As regards the co-opotulivc credit movement in England, the 
view appears to be not uncommonly held that the predominance of 
tenancy, insteail of ownership, is a chief obstacle to its development; 
that the collective liability' of a society composed of persons who 
are mostly tenant farmers caunot offer adequate security to depositors 
or other suppliers of working capital, and that the security olfcred by 
the individual borrowing tenant to his society is necessarily weaker. 

The decisive importauce of ownership in this connexion may 
fairly be contested. To take the matter of the society. All members 
are liable to their society either up to a certain fixed amount under 
limited liability or up to the full extent of their assests under un¬ 
limited liability. In the ordinary course the committee and board 
of supervision of a society will draw up and periodically revise an 
estimate of the means of each member, based on the valuation of 
each member’s holding, ou the rent paid, possibly on the income tax 
assessment voluntarily fui-nished to them, on the stock held, or on 
other sujipleraentary tests of well-being; and in this •way the 
maximum security offered by their members is ascertained. In 
Prussia, it may be noticed, this valuation, which is undertaken at 
regular periods (and duly rectified, if necessary, in the intervals), is 
submitted to the local survey'or of taxes, who is authorised to correct, 
if necessary, the sum total but not the individual valuations placed 
opposite the name of each member. But this sum total would 
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naturally not be taken as representing the ordinary security of the 
sSciety for the purpose of credit: it siifllees that a small percentage 
be taken. The Prussian State co-operative Bank lends up to a 
maximum of 10 per cent, of the assesfcs of members as returned and 
cheeked by the local surveyors of taxes in the case of societies of 
unlimited ]i.abilityj while it grants societies with limited liability an 
ordinary maximum credit of 7.5 per cent, of the collective liability 
of their members. The Raiffeisen Central Loan Bank grants to its 
societies (all with unlimited liability) in Prussia a normal credit of 
10 per cent, of their asscsts, and to those outside Prussia, where the 
returns arc not usually checkctl by the surveyors of taxes, a normal 
creilit of 5 jior cent. The Saxon and Pomeranian Central Co-operative 
Banks fix the maximum credit at 75 per cent, of the collective 
liability of each of (he affiliated societies, the l.atter have a*lopte<l a 
liability limited to £10 or £12 10s. per share hehl, and their members, 
speaking generally, are obliged to take u|) one additional share for 
every £100 of assessed value over the first £300, so that the maximum 
credit lests on the security of, roughly, the tenth part of the tax¬ 
able property of members. It does not appear that any appreciable 
risk would be involved in giving to a society a maximum credit of 
five per cent, of the collective worth of its members as returneil on 
the combined authority of the committee and board of supervision. 
Societies will naturally require a period of notice before resignation 
of membership may lake effect—the German Act fixes the minimum 
period at three months and the maximum at two years; members, 
though tenants, will not all be simultaneously desirous of resigning; 
their leases do not all expire at the same time; and they will not 
be all in debt with their society or all generally insolvent. 

Or another basis might be adopted. When Prussian societies do 
not furnish a detailed statemant of the assests of members, the 
Prussian State Bank allots to each such society a maximum credit 
of from £5 to £15, at its discretion, per head for each member; 
and a Sotith German Bank, I'n estimating the credits allotablc to the 
ruial credit societies in business relations with it, assesses the value 
of each society, in case it should be necessary to recover any claims, 
at the rate of £10 per member. The Prussian Bank does not 
confine its rule to rural societies : urban societies come witbin its scope. 
It will hardly be questioned that English rural societies, even tho^e 
composed entirely of tenants, offer sounder security on such a basis 
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than do those iirban societies of small tratlesmen and artisans to 
whom the Prassiau Bank finds it safe to lend money when organised 
in a registered co-operative society. 

As to the nature of the security obtainable by the society from 
tenant borrowei'Sj it may be recalled that the aim of a co-operative 
society is to furnish supplementary working capital on personal 
security, that is, upon the security of the general standing of the 
borrower and of his business reputation, supported, if necessary, by 
sureties, the ultimate security implicitly involved being the realisable 
value of the asscsts of the borrower or of those of both borrower 
and sureties. In Germany this ultimate security consists mainly 
in property, and in so far membeis are able to provide a better 
underlying security. But tenants have leases, and cannot leave 
at a moment’s notice; they possess personal property, stock, 
machines; their hubiness capacity and character is known in their 
neighbourhood; and it is always open to them to provide sureties, 
who need not be members of their society. As societies do not pretend 
to furnish the entire or major part of members’ working capital, but 
merely to supplement it, the amount of credit which the members may 
bo allowed on these bases is likely to be in keeping with their needs as 
well as within the limits of safety for the society. The supervision 
automatically exercisable by reason of the narrow limits of the area of 
rural societies minimises risk of loss, a risk which is further reduced by 
the power, to be retained by the societies, to call in their loans at short 
notice, when there is good evidence of their capital being endangered. 

It can haixlly be anticipateil that co-operative credit societies will 
increase at first with groat rapidity in England. But English farmers 
are not alone in being bigbly conservative and distrustful of fresh 
projects j in Germany the success of the movement was largely the 
I'esult of the intensive propaganda carried on continuously from many 
sides as well as of the effective assistance of the State. The same 
persistent and penetrating propaganda work will be required in 
England; and progress will probably be slow, as in Germany. 
There are now nearly 17,000 rural credit societies in that country ; but 
twelve years after (1864) the first Raiffeisen bank was established 
there were only about one hundred of that type in existence, and in 
1890—nearly forty years after—*-their total number was 1,739. 

Among the chief agencies which promoted the movement, apart 
from the State (including the Emferors William I and William II., 
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who showed their approval by donations to the Raiffeisen Central 
iiOan Bank, and rulers of Federal States) and the Co-operative Unions, 
which have acted in their several districts as the intelligent organisers 
and advisers of co-operative effort in all its branches, may be 
mentioned, (1) the agricultui'al organisations, and especially since 
their creation under the Prussian Act of 1891, the Chambers of 
Agriculture in Prussia; and similar bodies in other States ; (2) 
clergymen ; (3) teachers and communal oflieials in rural districts; (4) 
larger landowners; and (5) various educational institutions. 

Raiffeisen, the mayor of a small, remote district, was first given 
the opportunity of putting his ideas into practice outside his own 
restricted area by the Agncultiual association of the Rhine province. 
His book describing his system appeared in 1866, when he had already 
founded five credit banks, and attracted in the same year the attention 
of the Association winch was considering means for improving credit 
facilities for the farmers of the province. In 1808 Raiffkisun was 
commissioned by the Association to establish credit societies within its 
area, and within a year he founded 12 new societies. Shortly after 
he was placed in charge of Aid department for Loan Banks establi.shod 
by the Association as a branch of its work. Similar associations 
throughout Germany took up gradually the active furtherance of the 
credit society movement. 

Unlike Sciiui.ze-Delitzscii, who conceived his societies as purely 
business organisations, Raiffeisen always laid stress upon the moral as 
well as the material aim.s of his societio.s, which “rest upon a Christian 
foundation” and “aim at promoting the moral and material welfare of 
members.'’ Clergymen of all denominations in most parts of Germany 
have given their constant and active support to the Raiffeisen banks 
since their inception. At the present time large number of clergymen 
are to bo found acting as chairmen or members of committees of 
management and of boards of supervision, and in some cases they 
undertake the duties of secretary. Rural teachers and communal 
officials have rendered great services to the Raiffeisen societies, not 
only by encouraging their establishment and becoming members, but 
also by accepting in large numbers the most responsible offices such as 
those of chairman of committee and of secretary. Agricultural 
colleges of every grade, which are more numerous in Germany than in 
England, usually include in their curriculum a course of lectures on 
agricultural co-operation, while at several Universities (e.g., Berlin 
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Halle) special courses of lectiiics on co-opei-aiion by various professors 
are given each year. ^ 

Larger landowners have also taken a considerable part in the 
extension of the village banks, not only by promoting their 
establishment and accepting office, but also to a certain extent by 
depositing with and borrowing fiom them. The chairmen of the 
committee of management of 50 out of .‘lOo Pomeranian societies in 
one year was a large landowner , in another year out of 720 
Silesian societies there v/ere 200 large owners holding this office. In 
the less onerous position of chairman of the board of supervision they 
are even more numerously re^uesenbal; anil they are very generally 
found as ordinary members of Ixith organs of administi-ation of a 
co-operative society in those parts of the country, that is chiefly in 
the eastern provinces of Prussia and in the Kingdom of Saxony, 
where large landowners constitute a noteworthy proportion of all 
landholders. 

Various reasons account for the more limiicd participation of 
large holders in the society a.s dcpositoi-s and borrowers. Although 
limited liability is regarded by man)' very eoinpclcnt authorities in 
Germany as most suitable in the case of societies whicli contain a 
considerable proportion of large holders, unlimiteil liability has not 
(since 1889) been a cliief obstacle: the difficulty lies mainly in the 
dislike of a social superior to reveal his po.sition to a committee of 
two or three of his smaller neighbours or to submit an application for 
credit to them, as well as in the difficulty for a small local society to 
grant credit to such members to the extent that may be rerpiired, 
without exhausting their own working capital to the prejudice of 
their other member.®, or without risking an unduly high proportion 
with a single member. In Pomerania and Saxony (province of), 
as well as in Silesia, a considerable number of large landholdei-s are 
reported as transacting business with the local societies ; in Pomerania 
out of 376 local societie.s, all with limitctl liability, there were 107 
which fixed their maximum total loans to individuals at from over 
£1,000 up to £2,500, 27 at from over £2,500 up to £5,000, and 9 at 
from over £5,000 up to £10,000. In many cases outside Pomerania, 
Saxony, and Silesia large landowners obtain their agricultural requi- 
sities through the local society of which they are members, and in 
this way, but seldom otherwise, they often obtain credit from co¬ 
operative credit societies. It may be conceded that local credit 
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societies arc less iiccessmy to larj[e than to incdium and small holders; 
they can usually olilaui credit more readily and on better terms than 
the latter froiti commercial banks, although in common with other 
fanners they usually reiiuire such credit for longer periods than are 
customary in commerce. And in Germany, at least, such hank 
credit is far dearer than co-operative credit, and repayable under more 
unfavourable conditions. That even large holders in England do not 
obtain all the credit they need at their haiihs appears clear from the 
considerable volume of credit which is at present extended to farmers 
by dealers and factors for periods of a year or more. 



[ Extracts from the Eroceeitmigs of the Fourth Conference of Registrars 
of Co-operattre Credit Societies. ] 


Mr. R. W. Carlyi.k, C.I.E., Prosi'lent. of the Conference, said 
that he was ijlad to report that there was no check in the rapid 
and satisfactory progress of the n»ov«-mcnt to wliich he had alluded 
last year. The tignre.s had not been hniilly clu'cketl and must be 
accepted as merely provisional. Hut they showed that the number 
of societies of all kinds had risen from ],.‘557 to 2,008, the number 
of members from 149,160 to 184,807 ; tin; working capital aggre¬ 
gated nearly 81 lakhs of rupees .against just over 44 lakhs last year, 
and the expenditure had increased from less than 47 lakhs last year 
to more than 84 lakhs. This was only the fourth annual Conference, 
b»it these figures indicated that the movement had alreaely progressed 
far l)cyond what could reasonably have l>ccn expecteil by those who 
were present at the first meeting in 1906. The ])rogreRS m.ade during 
the year was all the more satisfactory, because the annual reports 
showed that in most provinces the aim of the RegistraiT? had been 
rather to foster growth where the seo«ls of co-operation had already 
taken root than to attempt to break new grouml. It was also very 
satisfactory that whereas State aid accounted for only Rs. 0,86,143 
of the working capital or very little more than last year (Rs. 6,51,810), 
loans from private persons totalled nearly 25 lakhs of rupees against 
less thau 12i lakhs at the end of June 1908. La.st year in address¬ 
ing the Conference he had had occasion to point out that the two 
questions of vital importance to the future of the movement were 
the best means of providing for the supervision and the financing 
of co-operative credit societies. In several of the provinces the 
question of finance seemed to have been solved. He was referring 
in particular to Madras, Burma and the United Provinces, but so far 
as he could judge, he did not think it probable that this question would 
give rise to serious difficulties in the Punjab, Central Provinces or 
Bengal. He did not, of course, mean that in those provinces very 
large sums of money would at once be forthcoming, but there was 
reason to believe that money would come forwanl quite as quickly as 
it would be possible to establish properly supervised societies. It was 
too early to say that the question of supervision had been solved any 
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where, but the state of affairs in the Uuiteil Provinces and Madras 
g;ave great promise for tlie future. The reports for 1908-09 served 
to confirm the opinion expresseil by the Government of India in their 
Circular dealing with the procecilings of the thii-d Conference that 
the most satisfactory solution of the jirohlems connected with the 
best means of financing Cash Socielies and with future arrangements 
for audit, inspection and control would be found in the organisation 
of societies as they increased in numbers into local Unions and in the 
federation, at a later stage, if necessary, of these Unions into Central 
Unions. At the same time it w.as of course possible that in some 
jirovinees other solutions might be found necessary or desirable. The 
gieat impoit.ance of supervision not being confined to Government 
was well brought out by Mr. Ham \<’ii\ni>rv llvo’s remarks on the 
danger of insufficient or loutine in.sjicetion by Government officers, 
and he thought that theie was a real danger fliat if Government 
assistance was not ke|)t within motlei-ate limits the whole move¬ 
ment woukl tend to become departmentalised, lie referred to the 
fact, that in many provinces Registrai's h.ad found it desirable to 
confine work to concentrated areas and to avoid establishing isolated 
societies. There could be no doubt as to the soundness of this policy. 
It was far easier to establish in concentrated areas Unions which 
could both finance, and, to some extent, supervise the societies in such 
areas. Co-opor.ation was, so to speak, in the air. New societies 
were far more likely to bo started and to bo run on the right lines 
from the beginning. He sympathised Avith the difficulties of the 
Registrar of Burma who was unable to cope with the demands 
of the public. He was not sure that the Registrar was not 
over-anxious as to a number of societies being started without 
being registered. If such societies sprang into existence it 
would not be long before the fact that they were not registered 
under the Act was widely known. A question of great importance 
was how far societies should endeavour to pay off their members' 
debts to ewtsiders. He could not believe that any one who was in 
debt, both to the society and to the money-lender, could derive full 
benefit from his society. Of course it was not necessary that the debt 
should be paid off in one instalment. As long as the society could 
arrange for the debts of its members being definitely taken over, it did 
not much matter if the debts wefe paid off by degrees. He shared 
the iloubts expressed by the registrar of Co-operative Credit Societies 
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in the Centml Provinces as to the aclvisahility of allowing; l>anks to do 
fjjenei’al bankinc; business as well as eo-o|)erativc credit work, but h# 
had no doubt the mcinber.s of the Conference would have something 
to say on the subject. Another point to which ho would draw the 
atbuition of members was the <|nestion of devising the best means of 
dealing with Co-operativi; Societies for distribution purjioses. It 
would be agreoil that management was much more difficult in such 
societies than in small Cash Socictie.s, and the ipiestion how far 
co-operation for credit- and eo-operation for distiibution should be 
combincil was one which deserved <‘.areful consideration. The past 
year had shown that many dillicullii> still reina-mcd to be overcome, 
but they hail re.ason to congratulate themselves not only on the general 
progress mailo, hut also on many mdieatioiis that public interest liad 
been aroused. There was |M‘ihaps .seme danger th.at they might be 
urged to move too fa.st, but the interest whicli the inovcmotit was 
beginning to OKcite .among the general public was wholly good, and 
unless this interest iiieiea.sed ami spreiwl, it would be im))Ossiblc to 
effect that revolution in tin* eeonomie condition of India which might 
be ex[)Octoil from eo-operative eredif woik if it eontiiiued to progress 
with the same lapidity as at jn-esent. 
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\_EjI racl't fruui l/ic Proceiutnigit of the Fourth Conference of Registrars 
of Co-operiitire Creitit Societies, 1909.^ 

How DEST TO ENCOtnilOE TIIE AsSfSTANOE OK NON-OEEICIAT..S. 

The (liscushioii was opened by the Ibllowinff note presented by 
Mil. Bi CHAN (Bengal) in which he advocated the formation of District 
Co-operative Committees ;- 

“ There is no more important or moio ditfieult question before 
tlie Conference than tlie or^fanisation of the future development of 
co-operation. Vi'e have come to the sta^e wliere we must choose 
between further ofRcialisinpf and more completely jxqiularismfi; the 
work. Personally I consider it vital to (he movement that the 
propelling power of popular interest and enthusiasm should bo ajiplied 
to it as soon as possible, and our jirincipal efforts should be directed 
to cnlistintif and .systematisiii" the co-opeiatioii of the jicople in the 
work of or<>anisation. I offer the following siigf^’estions for 
discussion — 

(2) . There, are certain facts which few will ipiestion;— 

(u) In nearly every province the Registrar has great difficulty 
in supervising his societies and no time for jiropagandist work. 
Honorary organisers have given most valuable assistance, but their 
number and [xiwers arc limited. 

{ij) It IS not a sound arrangement that the Registrar should be a 
financing agency cxccjit in special cases. ^Ye want above all things 
local cajiital and a macliiiiery for attracting and dealing with it. 

(c) New forms of agricnltni-al co-ojicration (productive and distri¬ 
butive) should be undertaken and are m contemplation. These forms 
present so many variations dejiendent on local circumstances and 
conditions of jiroductioii, that without active as.sistancc in the districts 
the Registrar can accomplish very little. 

{d) In no country has co-o]X!ration become a force until it haa 
become a popular movement. And so it will be in India. 

(3) We have to face then three alternatives—(1) stoppage of 
progress or development without guarantee of safety if our present 
staff i.s retained; (2) considerable increase of staff and further officiali- 
satioii of the movement, which we want to avoid ; and (3) co-opera¬ 
tion with, and extensive devolution of responsibility to, unofficial 
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a^ancic.s cotnl>inc(l wiUi :i iiiojh'I oii^anisatioii of tlii« unofficial assih- 
tanco. There eaii he no <iue.stion fliaf the la.st alternative i'- (ho bc^t 
if it is practicable. 

(f) From what I have seen of airncultiiial oi^.inif'ation in IfrKaiii 
I feel sure that we want ^oniethini^ on (he lines of the lii.sii Aonoul- 
tural Organisation Society, only mneh nioii' localised. M'e cannot 
work on a provincial scale yi't. A I’rovinei.il Hank oi a Piovincial 
tJnion would be handieap[)ed to (he point ol failure by want of local 
machinery. It would he --afev and luoie ellective to build uji to them 
from below. What I would su^f'est as a first step is the creation 
of District Co-operati\ e Commit tees Each woukl consist of a few 
(not too many) members reall} intcre-'ted in co-operation and rejirescn- 
tatives of different areas. Wc would thus have virtually a number 
of lionorary or<^anisers in every distiiet, not aetinpf independently, 
but taking Counsel tosrether periovlically and workini^ out a common 
scheme. Each would mulertake the preachin;f of eo-operation -nd 
formation of societies of ddtereut types m his own aiea Above all 
they would tap loeal sources of capital, which would be one of their 
cincf duties. That llic}’ sliould find funds for their own societies 
would bo iii.sisted upon, and the fii’st opeiatioiis should be confined to 
districts wliore local capital is available. Uesides propaj^aiidism the 
Committees would undertake the initial supervision and control of 
the yoiiiifr societies. But this minute supervision would only be 
temporary, for they would always woik with an eye to the formation 
of Unions and to the speediest jiossibio autonomy of the groujis. 
So the District Committees and the Unions would be jiarallel and 
complementary developments. Their hues, however, would probably 
converge in time, for the Union on its banking side would no doubt 
become affiliated to a Central Bank, while the District Committee 
might develop into a Central Union to which the loeal Thiions on 
their administrative side would be subordinate. 

(5) To begin with, the Registrar and the District Officer would 
guide these Committees and control them with some strictyess. But 
within definite limits they would be given a fiee hand. And as tlie 
movement gathered strength and the Committees proved their worth the 
Registrar would gradually withdraw, and in time, I hope, would confine 
himself to the merely formal duties of a Registrar in other countries. 

(6) The actual constitution of the Committees is a matter for 
arrangement. They might be attached to the District Agricultural 
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Associations ; but they would piobably be more effective to bej^in 
with at least, as indejieiidcnt bodies. In any ease the District OITieer 
should be Hononiry President. He would exerei.se a very useful 
biniervision without iuterferine; too minutely or inakinjr success depen¬ 
dent on bis continuaiiee in the district. In time these Committees 
might become very useful a.ssistauts to Ihe Agricultural Department. 
One of their most imporlant duties would be to develop agricultural 
co-operation m production and sale, and it is the experience of every 
country that the direct linking of the agriculturist with the general 
market by a co-operative machinery is one of tlie most effective 
means of teaching improved method of cultivation, breeding, etc. 

(7) Tjastly, I think that Government sbonld give some linancial 
assistance to the District Committees. Tliey ought, of course, to be 
composed of voluntary helpers, hut there are hound to lie expenses of 
management which (loveriirncnt might, at least, in jiart defray. This 
assistanee would probably best he given in the form of a small yearly 
grant to oaeli district. These grants would not, of course, he permanent, 
but would be continued until the movement in each area became self- 
supporting. Tliere can bo no objection to Ibis from a eo-ojierative 
staiuliioint; oven the violent opjionents of State aid make a distinction 
in favour of flovernmont grants to propagandist effort. Instance.s 
might he drawn from many countries. I neeil mention only the consi¬ 
derable subsidy which up to last year tho Irish Agricultural Organi¬ 
sation Society loceived from tlio Irish Department of Agriculture, and 
tlie proposed giant bi British Agrii'ultiiral Organisation Societies under 
the recent Development Bill, which I understand is not objected to by 
co-operators. 

T would be glad if this Coiiforciico would consider the above rough 
sketch of tho line I propose to bake ne.xt year. Discussion may elicit 
a more practicable scheme for enlisting popular interest and sujiport.” 

Mil. Goort.at (Bengal) entirely agreed with Mil. Buch.vn that the 
movement could never be a real success unless and until it became a 
national movement. Government had shown the way and had proved 
the endless possibilities of eonihination; but it could not undertake 
the indefinite extension and su|x,Tvision of societies, and co-operation 
would never become a power in the land until it became a really popu¬ 
lar movement. The question before the Conference was what practical 
means could be taken to secure this end. Various schemes had been 
suggested in Bengal. Mvi. Buchan had just explained one of them 
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and effurts hail also been mado (o tram (he yoiiiiLfcr generation in the 
principles of eo-operatiun flo-operativo Crerlit has been included m 
the syllabus of Political 1‘leononiy at (he University Evarninations, and 
instruction in it was o'lven at the collcfres. It would trivatly assist 
them in lieiijral, however, if the llei^’istrars would explain what was 
bein^ done in the iiiattcn- in other piovinces. Mu. 1 j \ VOLKY (Punjab) 
y;eiierally agreed in the ideas expresseil in Mu. Lteeii.iN's note. K\i 
Isii WAU S.\ii\[ Haiiauuu (United Provinee.s) plea^led for more recoj^mtion 
by (rovernment of the work of bunoraiY oroanisers. lie snirsrested 
that certificates slionhl be L;ivon to such orjranisers on the reeoinmen- 
dation of the lleijistiar. Kunwik Mviiiuii Sincu (United Provinces) 
said that his experience poinfeil to the same conclusion, lie believed 
that it would have been an excellent effect if the services of lionorary 
organisers and managers who had year after year done particularly 
good work were occasionally recognised in an approiinate manner. 
He also mentioned that some District Hanks m his jnovince had adup- 
(-cd the system of giving small tokens of approval such as puggrees, 
cerlilieatos, etc., at their annual meetings to the S'.iipinic//os ol borrow¬ 
ing societies who had done good work. The system had had excellent 
results, and he thought that it might ho followed with advantage in 
other iiroVinces. With regard to District Committees, the United Pro¬ 
vinces alreatly possessed similar organisations in the Hoards of Direc¬ 
tors of Central and District Hanks. Mu. Fukmantle (United Provinces) 
criticised Mu. Hucii in’s proixisal to foi’in District Committees controlled 
and guided by the District Oilicei. The experiment ha^l been tried nine 
years ago in the United Provinces and had failed. Societies started by 
prominent men in oixler to jilease tlie Collector would not do 
any useful work. Mu. Huch.vn said that Mu. Eukmanti.e had mis- 
rejiresciited his scheme, lie did not want prominent men. The Com¬ 
mittees would consist only of men who were really interested in 
co-operation. Mu. Wueeleu (Bengal) agreed with Mu. Buchan 
that if the movement was to he a success it must depend on disnitorested 
work, but he disliked Committees. They were too fond of sitting 
round a table and talking. He liad much more faith in individual 
men working in small local areas in which they lived and were 
interested. He would recognise them officially. They should be 
appointed by the Registrar and should be called Assistant Organisers 
or given some such title. All depended of course on the careful 
selection of the men. Mu. Hemingway (Central Provinces) referred 
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to the Co-o])eni(iv(* Joiirn.il wliieh Ii.kI been sLirted in Madras. He 
t^ioii^ht tliat mneli >ifood woidd l)e done by a journal oF this kind if 
the Ke>^istrar noted biielly in it tlie icsuHs of his inspections of 
socictie.s and mentioned by name members of (’Jommittcos who had 
done i^ooi] work. Ml! Rim u ii \ndii\ R\o (Madras) said that he had 
more offers of non-otticial a,id than lie eonld make n«e of in Madras. 
Mil Cami’iiklI; (Roniliay) .said that his exjierience was that a society 
founded on sound lines was the best airent for development. Its 
intlnenee soon spread, and it led to the formation of other societies in 
the vicinity. He thonj^ht, however, that much good would be done 
by Provincial and Divisional Conferences. Mn. Adin.^r vy.axv Ciiettiar, 
Secretary of the Salem District Rank, asked leave to make a small 
suggestion. It would be very ]x)]nilar if a few selecteil non-ofl'icial 
gentlemen in each province who had been of assistance to the 
Registrar were placed on the distribution list of the Co-opciative 
publications of CJovernmeiit, sucli as the annual Administration 
Report on the working of the soeietu*s in the various provinces. It 
would be of great use to non-official gentlemen to get these reports 
and to be able to keep in touch with the work going on all through 
India. The Conference cordially approved of this suggestion. As 
reganls the general ([uestion, it was felt that no cut and dried .scheme 
could be laid down, and that it must be left to the Registrar and 
his staff to decide, with reference to local conditions and the degree 
of development attained, how the assistance of uon-oflieials could best 
be encouraged. 



met H front tite Proreeth nyt of the Fonrlh (ton fern tier of * 
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OftO ANIMATION OK C’o-OKK.Il \TI V K S I'OH KS IV IvDIA. 
J^EVEr.OKMKNT OF OTIIKR KfUtMM OF ('O-OPKIi ATION 

These two subjects were referred to .-i Si)b-(^)iiiiiiif (le which was 
also asked to consider Ihe (£ues(i<>ii raise<l by KiiNWAit M \uaraj Sinoh 
(Unite<l Provinces) as to wliether societies anil es[)eeiall 3 ' District 
Banks mioht lefritimately eni>ao-e in other than slnetly banking 
business, 'rhe Sub-C'oinrnitteo was composed of Mks.srs. Buciian 
(Secretary), Mnomsii, Shirha.s and Shvma Rvo 

Mu. Buciian [uesented the rejiort of the Sub-Committee as 
below:— 

I. Co-ojicrnfii e Sforrt .—The ('om init<oo'’s (Irst recommendation 
is that the Act be amended as soon as [lossible so as to make the 
registration of societies for co-operative distiibution, production and 
sale clearly permissible. 

The Committee have come unaniinoiisly to the following conclu¬ 
sions :— 

(1) That a society which deals solely in stores is not generally 
practicable m a purely rural district owing to the absence, within 
a workable are.a, of a sufllciently largo and continuous demand for 
similar articles; that while distributive annexes to rural credit 
societies are possible, it is highly undesiiable that a credit society 
should deal in distributive business until it has thoroughly mastered 
its own special work; and that generally speaking, in view of the 
different areas which a Credit Society and a store can safely, and 
ought to, cover, and of the danger of each department daiTiaging the 
other’s credit, it is desirable that the separation of credit and distribu¬ 
tive functions should, except in special cases, be insisted upon. 

(2) That in small towns, such as the head-quarters of sub-divi¬ 
sions, the formation of stores should not bo encouraged unless prices 
are unduly high and conditions adverse to the consumer. 
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(3) That in the lieaJ-(|iiartor stations of districts and in lar "0 
towns where flic jioojilc arc mainly wiii^e-carncrs and artificial con¬ 
ditions have made living expensive, distrilmtiV'C societies should be 
devclojicd. 

At the same time tlu' Committee wish to record their opinion 
that minute olfieial siniervision and assistance in the matter of stores 
IS neither possible nor desirable. These societies must stand on their 
own streno'th. Ileyond scein<r that their rules make luleipiate provi¬ 
sion for the safe and honest eoiuluct of business and carrying out 
the annual audit, tlie Reoistrar on^ht not to interfere except in v'cry 
special cireumstanees. To .safeisuard eo-ojx-rat ive piiiieiplcs and to 
ohviate jmssilile daiii^crs the Committee consider 1 hat adherence to 
the followiiifj^ rules slimild be stiictly insisted upon •— 

(/i) Ciedit should be forbidden, and cash dcaliiii>s only allowed. 
If a member rixpiiros credit he should ijet it from Ins cash society. 

(//) To preserve the co-operative nature of a society and to prevent 
any teiidciKy to iirofit-.seehiiio- and tiiitlic m .shares the dividend on 
shares should be limited by riih', shares should be made withdrawable 
only, and to their number no limit should be jilaccd either bv' rules or 
by jiractiee, 

(e) To {Tuard aoainst fraud and irretrular jiraetices, provision 
should bo made for effective control by the Committee of manage¬ 
ment; stock-taking should be freijuent; anil all olfieers dealing Avith 
goods or money should be rcipnred to give security in a certain 
amount. 

(V) Speculation in any form should be forbidden. For instance, 
a society should not be allowed to purch.aso large rpi.antitie.s of grain 
at a cheap rate with the object of placing it on a distant market and 
getting the benefit of the highei price. It should bp insisteit upon 
that the solo function of a distributive store is to gauge the Avants 
of the immediate locality and to confine itself to su])j)lying their needs. 

(e) As far as possible the Stoves should follow the methods of 
European ^listiibutive societies, viz., they should sell at the market 
price of the nearest large town (thereby minimising competition Avith 
the legitimate trader), and after defraying exjienses of management 
and placing HG jicr cent, of the |>ro(its m the reserve, they should 
divide the balance between members and non-mernbers according to 
the amount of their purchases, non-members receiving a lower rate 
than members, 
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II. other forms of co-operation ,—The Committee consider 
that all other forms which are practicable in India are covered by the* 
general term “Agricultural co- 02 jerntion“ Agricultural Co-operative 
Societies fall into three principal classes :— 

(1) Supply^ i. e., distributive societies for providing the materials 
of agriculture. 

(2) Productive, such as co-ojierativc ilaincs. 

(3) Sale, such a.s grain or lac :^elling societies. The Committee 
consider that much might be done m every province in the matter of 
agrieultui'al co-operation. Mu. Siiirhas especially, believes that in 
Ea.stern llciig.al and As.sain thciis is scope for the co-operative supply 
of agricultural machinery (provided tliat sufficient attention is paid to 
the peculiarities of local .rgricull ural methods), anil apromi.sing market 
for a eo-operative <lairy in Dacca. At the same time the Committee 
would draw attention to the intricate and varied nature of the subject 
We are not dealing with general agiieiiltural requirements only, which 
arc similar the world over, but with a coinjdex market and the machi¬ 
nery of eommorco. Hoticc there is no fundamental type of society 
which might be recommended for general adoiition. It is possible 
that each crop and product under the above three heads (supply, pro¬ 
duction and sale) may have to be dealt with by a different type of 
society; and success will always bo a (piestion of minute attention to 
details and couditions. The Committee therefore are not prepared to 
make any specific recommendations. They arc, however, strongly of 
opinion that in each province, with tJie help of the Agricultural Depart¬ 
ments, a survey should be made of the principal crops and products, 
the methods of cultivation, production and distribution and the condi¬ 
tions of the market for each. Aiul where the enquiry shows that 
eo-operative methods can bo usctl with advantage, they should be 
applied, 

II. (1) & (2.).—These special subjects have been covered by the 
general discussion above. 

(3) The Building societies contemplated by Mr. Shama Hao are 
constituted on the linos of an ordinary Credit Society, except that 
their paraded capital and deposits will have to be raised on long terms. 
Such societies can be registered under the Act, and the Committee 
consider that they might serve a useful purpose in large towns. 

The members are unanimous in recommending that until the 
co-operative movement is thoroughly established and co-operative 

53 
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methods fully understood, societies of all kinds should be discouraged 
from dealing in other than strictly co-oj)erativc business. 

Mr. WiiPJELHii (Bengal) invited attention to the finding of the 
Sub-Committee that a society which deals solely in stores was im¬ 
practicable in a purely rural are.a. So far as his experience went, he 
doubteil if the remark was entirely true, and in any ease ho ventured 
to suggest that it required modification. The experience gained hard¬ 
ly justified sweeping gcnei-alisations at this stage, and the remark if 
it received the intprimntur of the Coiifcrenee might tend to discourage 
experiments which might lead to useful results. The President moved 
that the words “not generally practicable” should be substituted for 
“impracticable”. Mr. Buchan said that he hail no objection, and the 
report was amended accordingly. 

Mr. Goxtrlay (Bengal) drew attention to paragraph 1 (e) of the 
Report and said that the question whether Co-operative Stores 
Societies should sell to non-members deserved consideration. The 
first principle of Co-operative Credit Societies with which the move¬ 
ment had hitherto mainly been concerned, was that non-members 
should be rigidly excludetl from the benefits of the society. In the 
ease of Store Societies with cash transactions there was less danger, 
but he was inclined to think that Store should deal only with mem¬ 
bers and prospective members. He would explain what he understood 
to be the usual practice at home. The Store dealt with any one 
who wished to buy at current market prices. At the end of the year 
net profits after payment of interest on shares were divided up rate- 
ably among purchasers who hail purchased goods in excess of a fixed 
minimum value. A member could claim his rebate in cash or invest 
it in the business. But as regards non-members, he believed that 
the rabate could not, as a rule, be claimed in cash, but must be devo¬ 
ted to the acquisition of a member's share. He was inclined to think 
that the same principle should be followed in India. At the end of two 
years unclaimed rebates would be credited, as in England, to the reserve. 
Mr. Ramachandr\ Rao (Madras) was of opinion that dealings with 
non-members should bo prohibited. This was the principle followed 
in all Co-operative Store Societies in Madras, even in the Triplicane 
Society in the Presidency town. The societies sold only to share¬ 
holder, but the shares were [layable in small instalments. The essence 
of a Co-operative Society of any kind was that its dealings should he 
only with members. If this principle wore departed from it would 
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be impossible to exclude undesirables. Mil. Whbeleu (Rental) agreed 
as to the importance of having power to exclude undesirables. Mr. 
Buchan (Bengal) did not agree. Tf non-members were excluded^ 
the operations of the store would inevitably remain on a very limitrxl 
scale, and members would not be attracto<l. The dealings would be 
in cash, and therefore in his view the moral character of the purchaser 
did not matter very much. It would be easy to exclude undesirables 
from any share in the management which was the really imjxirtant 
point. He agreed with Mii. Gourl.vy that rebates in cash to pur¬ 
chasers who were not members should not be allowed. The 
rebates should lie devoted to the acquisition of shares. Mu. Patel 
(Baroda) said that the question had been exhaustively discussed 
by the International Co-operative T^nion at their Congress at 
Buda Pesth in 1901, and that the opinion of the majority 
of the Conference was that there was no objection to dealings with 
non-members. Other Registrars had not had sulBcient experience 
of Co-operative Stores to exprc'^s an opinion on the point, and it 
was decided that until further experience had been gained it would 
be unwise for the Conference to record a Resolution on the subject. 

Mu. F11B.UANTLE (Unitcil Provinces) said that experience m the 
United Provinces had shown that it was not an easy matter to start 
Co-operative Stores and to supervise their working when they had 
been started. He suggested that it was ailvisable that such stores 
should be started in the first instance oh a small scale 
and only gradually enlarged. Mr. Buchan (Bengal) entirely agreed. 

Mr. Buchan (Bengal) suggested that it might be considered 
whether the subject of the co-operative insurance of cattle should not 
be taken up in addition to other forms of co-operation. The death of 
cattle was an important cause of indebtedness in some provinces, and 
perhaps the attention of Registrars might be directetl with advantage 
to the question of devising a practical mitigation of the evil on the 
lines of co-operative insurance of cattle. Mr. GouuL.tT (Bengal) said 
that he understood that the question had been raised by Mr. English 
and that Mr. Engi,ish was of opinion that a piuctical scheme could be 
devised in Burma. Mr. Fremantle (United Provinces) doubted 
whether in India Proper any useful results would be attained. Any 
such insurance scheme, if it was to be a success, would have to extend 
over an immense area of country. The disease from which they had 
most to fear in his province was rinderpest, and the most practical 
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way of mitigating the evil of rinderpest^ was preventive inocula¬ 
tion. 

• Mr. Hemingway (Central Provinces) entirely agreed. Mr. King 
(Bengal) thought that the question was an important one, but that it 
was more for the Agriculture and Veterinary Departments to deal with 
than for the Registrars of Co-opemtivo Credit Societies. Mr. Lalubhai 
Samaldas (Bombay) said that in his opinion it would be premature to 
take up the subject, and the Conference generally agreed in this view. 

Mr. Buchan (Bengal) drew attention to jiaragraph II (3) of the 
Sub-Committee's Report. Until the survey recommended by the 
Committee had been complete, he did not think that any real advance 
would be 2 )ossible. He would suggest that one or two important 
products should be taken up as a beginning, and the condition of the 
market studied from beginning to end. He was already enquiring in 
connection with ghue. Mu. Hb.mingway (Cetral Provinces) thought that 
the recommendation of the Committee was couched in much too indefi¬ 
nite terms, and ho ho 2 )ed that it would be modified by the Conference. 
If the Agricultural Deiiartmeut wore brought into the empiiry, a very 
heavy burden would be imiiosed on it, and he thought that a Conference 
of Registrars would not be justifieil in endoising the recommendation 
in the precise form in which i< Inwl been made by the Sub-Committee, 
until the Agricullural Dc]>ar<.ment had hail ixn opjiortunity of ex 2 ires- 
bing an 02 iiniou m the matter. Mn. Gouhi.ay (Bengal) recognized the 
im 2 )ortance of making such en( 2 Uiries, but the work involved would be 
very great and the enquiry would take years to com 2 )letc. Perhaps it 
would sufFico for the 2 ' 1 'efaent if the Conference contented itself with 
suggesting that Registrars should consult the Agricultural Departments 
of their res 2 icctive 2 n’ovinces with a view to further discussion next 
year. Mu. Wheeler (Bengal) thought that a beginning could be made 
by Registrars in specified local areas. After some further discussion 
the following Resolution was passed :—" With reference to the survey 
pro 2 )Osed by the Sub-Committce, the Conference recognizes the 
imjTortance of collecting information concerning the present methods 
of producfc’on and distribution of the principal crops and products of 
country and the conditions of the market in each case. But it consi¬ 
ders that such an enquiry can be taken up only gradually. A begin- 
ning however might be made, in consultation, if necessary, with the 
Agricultural Department, in specified local areas where Co-operative 
Credit Societies already exist.” 



\_Extracfs J'rom the Proceedings of the Fifth Cun fere iice of Registrar^ 
of Co-operative Credit Societies, I9/i.] 

Finance and Contiiol of Co-oferative Credit Societies. 

The Committee commencwl witli a eonsideration of the Neuweid 
model of Union and Central Bank. The Ceutial Bank in Neuweid 
is a Joint Stock Comiiany based on limited liability, which derives 
its strength from the village societies, which are shareholders. It 
operates only within the area of the Union which works along with 
it and it is intended to serve as a common cash box e<iualising excess 
and want ; the dividend on capital is limited to 3^ per cent., and all 
surplus is carried to Reserve. It has the privilege of obtaining 
advances from the Prussian State Bank. It lends direct to societies 
at 3i por cent, and allows 3i per cent, on deposits. It has associated 
with it 13 provincial branch banks. It deals only with societies—■ 
and only societies can be slnareholders. The Board of Directors is 
appointed by the delegates representing each society holding shares. 
Business is done mainly by means of cash credits with societies. 

The societies have formed themselves into Unions, the object of 
which is to create by co-oporation greater confidence. The Union is 
eonliuod to a Circle ccpial perhaps to an area of -I or 5 districts in this 
country. The object of the Union is to take common counsel, to 
discuss questions of ceinmon interest, to teach co-operative principles 
and keep them pure, and to affix a hall mark on affiliated societies, 
which adds much to the coulidenee felt by the public. Bad banks 
are excluded and the general standaid is raised. The Unions are 
divided into sections (or sub-union sections) dealing with small areas, 
each with its own committee and these sections inspect the societies 
within them on behalf of the Union. Each section employs an 
inspector and the area is not larger than such an inspector can 
personally control. The section charges a fee for each inspection to 
defray the expenses. The German Law, like the Indian, com^iels 
societies to submit to inspection, but the law permits inspection by 
officers appointed by recognised bodies of which the Union is one. 

Where the societies have a Central Bank of their own, i.e., a 
Central Bank in which they themselves hold all the shares, the 
delegate to the Central Bank and the delegate to the Union are 
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frequently one and tlio same person and consequently the two bodies 
really become closely conncetetl. The Central Bank fully understands 
the value of the Union’s inspection and in all its transactions trusts 
implicitly to it. There are cases where the Central Bank is an 
outside body, but there too the value of the Union’s hall mark is 
appreciated and the Central Bank lends almost entirely on the Union’s 
recommendation. The Union itself, however, has no financial 
constitution, nor does it guarantee the hnaneial transactions of any 
society. * * * 

The Sub-Committee are of opinion that the two questions 
(a) Finance, (b) Control and Supervision, should be separately dealt 
with. With regard to Control they are of opinion that if the 
movement is to be made a success, the societies must co-operate with 
each other for their mutual benefit in the same way as individuals 
co-operate in societies. Tlie object of such co-o 2 ieration will be to take 
common counsel, to discuss questions of common interest, to teach 
co-o{X!rative principle.s, and so to maintain these principles pure in the 
affiliated societies that the fact that societies belong to the federation 
will affix to them a hall mark of sound co-operation. To accomplish 
this end the societies must submit to an insjieetion of their accounts 
and working by the representative body. 

The Sub-Conimittcc arc further of opinion that this body may 
without objection be united with a Central Bank provided the share¬ 
holders of this bank .are the .societies themselves, and they are 
inclined to agree that this princijde should be followed even where 
a few individual shareholders are introduced into the Central Bank 
with the object of securing better management. Where, however, 
the Central Bank is a joint stock concern, the shareholders of which 
are individuals and not societies, or in which the individual share¬ 
holders iiredoftiinate, there should be a Union of societies distinct 
from the Central Bank. Several members of the Sub-Committee 
expressed the opinion that the Union as such should have no 
financial constitution and should not make itself responsible in 
any way tor the debts of affiliated societies ; but inasmuch as three 
jirovinces—Madras, Central Provinces, and Burma—have organised 
Unions which do not finance but yet guarantee, they consider that 
it would be well to await the reports of these provinces on the 
working of Unions of this kind during the next year before passing 
any definite opinion on the subject. 
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The Sub-Committee arc of opinion that Unions of the kind 
recommendetl by them, should bo confine*! to an area not greater tlwn 
a district anti, where ]K)ssible, to a local area less than a district. Such 
Unions where not united with a Central Bank have no need for a 
financial basis. The costs involved should lie defrayed by a levy 
pro rata on the affiliated soeicti<*s. They should bo managed by a 
general meeting consisting of one or more delegates from each 
affiliated society with an executive eomnntlec consisting of al>ont live 
memliers elected by the dolegales. This committee should employ 
and pay the staff necessary for ins|>ef;ting the societies and for pro¬ 
pagating the principles of eo-oiieraf ion. Ordinarily no society in the 
local area should be registered by the Registrar nnh'ss such registra¬ 
tion is recommended by the local Union and the Uiuoii should 
form one of the main channels througli which the Registrar 
exercise.s his supervision and control of societies. Such Unions 

should be encouraged to hold local conferences. The name 

‘ Union’ should, as far as possible, be confined to such associa¬ 

tions and whore they arc combincil with a Central Bank the 
association should be known as a Central Banking Union. 

Adherence to these terms will prevent much confusion in 
reports. 

With regard to Finance the Sub-Uommittee agree with the finding 
of the third Conference that Central Banks registere<l under the Act 
should be organised as Joint Stock Companies with limited liability. 
The shareholders should be the societies alone and the Central Banks 
should exist wholly for the liencfit of their shareholders and should 
make loans only to societies which are shareholders. Where however 
it is impossible owing to the backwardness of the people to obtain 
the necessary business management, there is no objection in the first 
instance to admitting a small numbet of individual shareholders, but 
loans should not be made to such individuals. At the same time 
the Sub-Committee recognise that there may be circumstances which 
prevent the formation of such Central Banks and in those cases they 
consider that there is no objection to a society dealing direct with a 
joint stock company willing to finance it. The constitution of such 
joinc stock companies however (if formed for the purpose of 
financing societies) should be carefully scrutinised by the Registrar 
before registration to insure that the interests of the borrowing 
societies are safe-guarded. The majority of the Sub-Committee are 
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of opinion that one of these safeguards should be the limiting of the 
diridends to 10 or 12 jxir cent. 

The Sub-Committee note that the Central Banks at present in 
existence check the security of the societies to which they lend by 
one of three methods—(1) by a special staff appointed and paid for 
by the Directors of the Central Bank^ (2) by accepting the inspection 
and ie])ort of a Union (or where the Union is amalgamated with a 
Central Bank, the Central Banking Union) of societies, who them¬ 
selves pay and employ a slaff for inspection, and (.‘}) by relying on 
the inspections and reports of the Registrar and his staff. While 
recognising that the third method may be neeess.ary in tlie beginning, 
the Snb-Comniittcc are strongly of opinion that it should bo done 
away with as soon .as jios.sible. Of the other two methods whi're, as 
is recoinmendiHl, the whole or the great majority of shareholders m 
the Centival Bank are societies and the bank deals only with societies, 
tlic second, !■/>., the reliance on the reports of the Unions is 
lireferable. It is bettor that the inspecting staff should bo paid 
and employed by the U nion or Central Banking Union which would 
collect the cost rateably from the societies than that it should be 
omployetl and jiaid out of the profits of the Central B.ank. Where 
however Unions do not exist,, the sj'wi.al staff must be paid by the 
Central Bank. 

As has been said above the Sub-Committee see no objection to 
combining a co-operative Central Bank with a Union, and such 
combinations should be known as Central Banking Union. 

The Snh-Committec desire to re-affirm the finding of the third 
Conference of Registrars that the great aim of all Central Banks 
should be to accumulate local capital, and only in the event of such 
caiiital not being forthcoming in sufficient (piantity, should money 
be borroweil from outside. At the same time they recognise the 
desirability in all eases of a Central Bank Jiaving a cash credit 
account with a Joint Stock Comjmny such as the Bank of 
Bengal, Allahabad Bank, Alliance Bank of Simla or the Benares 
Bank. 

With regard to rates of interest on loans to societies the Sub¬ 
committee are of opinion that the Central Bank should not reduce 
these below 9 to 12 jxir cent, in the first instance, even when it is able 
to borrow money at 6 jier cent, to 7 per cent. The societies as a 
rule will take money willingly at these rates and it is desirable that 
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the Central Bank should build up a reserve of its own as fast as 
possible. It has also to be taken into consideration that the 
societies should be cncouragerl to remit all idle money to the Central 
Bank. 


54 



\^Kx(ract9 from the Proceedings of the Seventh Conference of Registrars 
of Co-operative Societies, 1913.^ 

Co-opBUATivE Banks and Popular Education. 

Mu. CuosTiiWAiTE jirpsentwl the following paper for the considera¬ 
tion of the Conference :— 

“ The worth of a cO'Oj>erativc society,” it has been shrewdly 
observed, “is the worth of its members.” “Worth,” from the 
co-operative point of view, is of two kinds,—moral and material. 
Now the worth of a new society formeil from the jioor and illiterate 
classes—and with such we are generally confronted in the Central 
Provinces—is crude in quality and doubtful in quantity. Of potential 
worth there is probably much, of actual worth little. It is the aim 
of tlie co-operative movement to develop this actual worth by means 
of patient and iiersistout training. To this end every possible means of 
broailcning the minds and widening the ontlook of co-operators must 
be employed. “ No co-operation,” says Mu. Wolfk,* “ can llourish 
without education. tCe mag choose our own methods according to the 
circumslaaccs of each case. The great point is that education as such, 
education as a mam item, etlucation in co-operation, in the mechanical 
services entering into its practice, and education m agricultural 
craftlore, should be placed prominently in the programmes of co¬ 
operation, in the very forefront.” 

Certain Euroiiean co-operative experts whom I have met do not, 
I am certain, undemtand how very backward rural India is as 
compared with even the least advanced of the European countries. As 
Mu. Montagu has so well expressed it, we have in India the fifth and 
the twentieth centuries side by side. And there i s far more of the 
fifth than the twentieth century to be seen in the picture which a 
Registrar has to study. I am not, however, one of those who hold 
that eilucatjon must precede co-ojicration. On the contrary, I am 
convinced, after nine years’ experience as an organizer of co-operative 
societies in India, that the desire for “ education”—I use the term in 
its broadest sense—is awakened in a most effective and practical 
manner by the influence of simple co-operative credit societies. 


* " Co-oporation in Agriculture,” page 346. 
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Popular education can, in fact, very well commence witli instruction m 
co-operative principles and mcthoils. If l^uropean critics on]^ 
understood the conditions under wlucii we work, and if they 
were faced with the actual task of orf^anizatiou of India, (hev would 
immediately grasp that Indian Resristrars are right clien tlicy say 
that “co-operative cloth must he cut acconling to Indian means/’ 
and when the time comes to wiite the history of the movement in the 
twentieth century it will be remarked, I think, that whereas co¬ 
operative ideas were, in Europoau countries, a proiluct of education, 
the movement in India was, from the very outset, a means of 
education,—it was not education’s child. 

No Registrar who understands his business will try and import 
an excessive element of officialdom into co-operative institutions, for 
he knows well enough that success in organization and solid perma¬ 
nent results are not to be obtained by sham eo-opci'atioii. Rut a 
just sense of proportion is necessary to keep the movement on safe 
lines; and it is of vital im[)ortance that those who are at the helm 
of co-operative jiolicy should remember that in Germany and in 
England, as well as in other advanced countries,-*t^C "co-operative 
movement was of popular origin and was at first oppCswl by Govern¬ 
ment. In India, on the other hand, the movement has been directly 
inspired by Government in order to raise the skill,' chai'acter, abd 
productive capacity of those persons described in the preamble td 
Act 2 of 1912 as “agriculturists, artisans, and persons of limited 
means ,”—a wide description covering some millions of iieoplc, but 
still, in my humble opinion, not nearly wide enough, unless, indeed, 
it is accepted that there is nobody in India whose means are un¬ 
limited and that therefore the scope of the Act is as broad as it can 
be. Unfortunately, amongst the classes esiiecially contemplated by 
the Act the standard of education is extremely low. But as that 
standard is raised it is obvious that the prosperity of the country 
must also rise; for with the growth of skill, character, and productive 
capacity wants and aspirations will certainly increase. In,fact the 
healthy development of co-operation must induce a general advance 
in prosperity which will affect all classes in India. The movement 
is, in truth, calculated to benefit and educate everybody no matter 
whether ofiScials or private persons and whether within the scope of 
the preamble to the Act or not. It must be remembered that the 
Government of India has definitely stated that the organization of 



4^8 


PKOVISION OF BORROWING FACILltlES. 


co-operative societies is not to be rcf'ardcrl as part of the ordinary 
duties of the district staff, tliough Government has also declared that 
it fully recognizes that enthusiastic officers can do much to help the 
T^ovement.* What I have said so far may not, on first considera- 
sion, seem to have much to do with “ co-operative banks and jxipular 
education,” But exactly why my remarks are relevant will be 
understood when I mention that many of our best co-operative workers 
in the Central Provinces are Government officers, lawyers, merchants, 
landlords, bankers. Government pensioners, and the like, If the 
co-operative movement is to be attractive to men of so many kinds, 
the field of enterprise which it is to cover must be a broad one. It 
must appeal to the heart and the intellect and not only to the purse 
or to a sense of duty. 

The mere lending of money is not in itself the aim of co-opeiutive 
banking. At first, of course, we must be careful not to undertake 
too much. Ambition vve must have if we arc to accomplish great 
things; but ambition must not be separated from caution. Of all 
forms of co-opeiution co-operative credit is tlie easiest, and it is with 
"credit” that Indian co-operation commenced. The organization 
of co-operative concerns is, in these modern times, a business in which 
paid expert service cannot be dispensed with, and it is essential that 
people should understand that until the credit machinery is running 
smoothly and regularly, and until its limitations are properly under¬ 
stood by those in charge of it, a great deal of harm can be done to 
the movement by persuading or allowing men who have only entered 
u 2 Kin their co-operative studies to embark on schemes which are too 
advanced for them. In India, at present, I am afraid that the 
tendency is to jiress too eagerly for the introduction of very advanced 
forms of co-operation, the result being that there is a distinct danger 
of bringing in too much Government departmental assistance at the 
expense of self-help. 

Now if we fail to insist on " self-help in one of the many 
branches which co-operative enterprise may undertake we shall find 
it difficult to preach “ self-help ” as regards the other branches. I 
hold, it is true, that the time when the co-operative movement will 
be able to proceed altogether independently of Government will never 
come. Indeed, when we look at co-operation in other countries we 

• Government of India (Department of Revenue and Agriculture) Circular 
209-23 (paragraph 3) dated Calcutta, the 20th Marbh 1909 . 
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find the State ati important partner in the movement A partner, 
it must he admitted, whose activities are icstncted, as a rule, to doing 
what is necessary to holji the peoph; t<j hel[) themselves. As far Is 
the State and the co-operative movojnent are concerned, the true art 
of administration will be found, 1 suggest, in accurately placing the 
line which is to separate self-hel[) pure and simjile from State aided 
self-help. This line is by no means immutable, but must, from time 
to time, be shifted backwards or forwards. At first, it may well he, 
hy far the greater part of co-operative ground will be occupied by 
State aided self-help. But, if the State wisely administers its aid, 
the ground will gradually pass over to self-help pure and simjde until 
the duties of the State towards the movement stand out clearly defined 
in the light of experience. Popular self-help is a delicate plant to 
grow. It requires expert care and attention and, if forced, it jicrishes. 
The difficulty is to hit off the happy mean between a disastrous 
coddling and au equally disastrous want of supervision and training. 

The princijiles which I would like to see generally accepted are as 
follows:— 

(/) The progress of our co-operative banks (which include 
amongst their members and their directors the best 
educated men available) must not be confined to lending 
money only, but must extend to the spread of general 
enlightenment amongst the societies which are members 
of, and are financed by, the banks. 

(*«) In order to keep the active snp}x>rt of our educated workers 
we must captivate their imagination and show them 
clearly that co-opeiutive banks are not intended only 
for the benefit of certain classes but that they fit into a 
scheme of general improvement. 

(Jti) Government must give the necessary assistance in carrying 
out this scheme but must not itself undertake too much 
or too little. Both ways lies danger. Safety can only 
be secured by correct adjustment. 

{iv) We must be careful not to emulate too hastily certain 
advanced forms of co-operation in other countries. It 
is far better to await the results of education in co-opera¬ 
tion than to force the pace and make a mock of self-help 
by running societies with an excessive measure of 
Government assistance. If a project be such that there 
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caiinoL be a fair ilivisioii of work between officials and 
unufficials, then clearly it is too advanced and should be 
« ])ostj»oned until unofficial co-operators are tit to jxirform 

their proper share of the task. 

I will now endeavour to point out by actual illustration how we 
have eiidcav'ouied to apply these juineniles in the Central Provinces. 
Ill the first place, we have had the j'roatest diineultics to cneounter 
ill the matter of the simple accounts which credit societies must either 
keep or have kept lor them. When we first started rural orfraiiizatiou 
work ill l!)0i eaily Reyistrai’s were under the impression that we 
should have no fjroat trouble in rnuhn*' at least one member of each 
society wlio could tunl wouhl keep tlie accounts satisfactorily. The 
secretary of a society was to be not only the trusted accountant 
upon whom the lle<risti'ar would depend for his annual returns, but 
ho was also to be the “ ;j;uide, philosopher, and friend of the 
members. The Govermiicut Auditor would, it was assumed, f^o 
round and audit a very nicely prepared set of accounts. An accounts 
wcie (and are still) very simple it was expected that one auditor 
would bo able to deal with a very large number of societies. These 
were the lines wo staited woik on in 11)01. In that year I startoil a 
few societies ui the lloshaiigabad District (they were the first in the 
Proviuces), and I remember that when Sir J. O. Miller saw them he 
saiil they were not co-operative societies at all. But, such as they were, 
they were the ouly ones 1 could get the jitniple to start; and although 
they were clumsy little birds they prosjiered and have now grown 
healthy co-operative wings. It must be remembered, in this connec¬ 
tion, that Act 10 of 1001 provided for.//ve Government audit and that 
many people thought that every Deputy Commissioner ought to be 
the Registrar of bis district. I am not going to dwell upon initial 
mistakes, especially as I made a good number of them myself; still 
less am I going to point out how clever we, who have benefited by 
those mistakes, have been in making natural progress. But for the 
efforts of a succession of able men, who hail to carry ou the work of 
the Registtar, in addition to other heavy duties, the movement in 
the Central Provinces and Berar would not be so far advanced as it 
is to-day when it is still on the threshold of its existence. The idea 
that capable Secretaries would be easily and frequently found was 
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soon exploiletl. It was then said l>y some tliat the Provinoes were 
not ripe for the co-opci-ative movement. It was urj^ctl that until 
the sprca<l of education became far more fjeneral it was vain to 
imagine that co-operative societies could succeed. Hut others of us 
held different views; and we determine<l to push on as best we could. 

Credit societies have money dealina's, and whore there are money 
dealings aecumte accounts arc indisiiensable. Certain organizers, there¬ 
fore, formeil their societies round the Seeretarv. And the result was 
that as tolerably efficient Secretaries were few and f.ar between, co¬ 
operative credit societies came intxt existence which ineludeil in 
membership individuals from many villages seatterwl over extremely 
largo areas. Now that co-operative principles are better understood 
I need not explain why mutual societies on these lines proved quite un- 
worlfablc. In 1907, however, thanks to some very v.alnable advice 
from Sir J. O. Mii.i.kii, wc first commenced (in the Jubbulpore District) 
to form Raiffoi.scp societies, without share capital and with unlimitiHl 
liability and indivisible reserve funds. It was geneially expected that 
the movement would make very slow progres.s, that it would bo long 
before it could establish itself in the money market, and that Govern¬ 
ment would, jierforco, have to finance the societies. But Mil. Wolff 
urged that Government money was ixiison to self-help; and what Mii. 
Wolff has to say is always well worth listening to. So we decided to 
try and do without Government money and at once we bad a fresh 
problem to solve. In onler to finance, organize, guide, and control our 
societies we started “Central Banks." Writing in 1907, in “The 
Agricultural Journal of India* " I said, “ Nobody pretends that a 
Central Bank with capital subscribed by the leading men of the tahsil, 
managed on purely business principles, and existing .solely for the 
purpose of lending money to ruml societies, is itself a Co-operative 
Credit Society in any sense of the term. Yet it exists for the purpose 
of associating the best business talent available with the co-operative 
credit movement, and is intimately connected with the scheme for 
financing and testing the merits of rural societies. The Centnal Bank 
should, then, be registered under the Act. Shareholders in the Central 
Bank can, of course, reside anywhere, but the committee should be 
chosen from shareholders resident within the tahsil. What is wanted is 
a committee with gootl local knowloge of all parts of the tahsil. It will 


* “ Co-operativo Credit and the Central Bank," Volumo II, Part I, January, 1907. 
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not only control the internal affairs of the Central Bank, but will 
c/insitler the applications of rural societies for loans and decide to what 
extent individual societies are bankable. The Central Bank is not only 
to be the source whence rural societies are to derive their capital, but 
a means of f?au<rin{» the worth of newly formed societies. It may be 
argued that too much power will be left in the hands of the Central 
Bank, that as ‘ interest speaks all sorl,s of tongues and plays all sorts 
of parts, even the part of the disinterested ’ tlie central committee will 
be able to starve the rural societies and thus kill the movement. 
To this no present answer c.an he given. The question is 
one of confidence, and time alone can prove whether that con¬ 
fidence has been misplaced or not”. That was more than six years 
ago ; and the men I was then writing about ivcre the present Directors 
of our Central Banks who have proved so well that confidence in them 
was not misplaced. In 1907 I had only pist started the Sihora 
Central Bank and had formed a few rural societies of the Raiffeisen 
type. In the Central Provinces and Berar there were, altogether 63 
rural societies with a capital of Rs 31,061 and 2,154 members, and 
4 ui’ban societies with a eapital of Rs 28,509 and 067 members. We 
have marched some distance since 1907, and there were on the 30th June, 
1913 in the Provinces, the Provincial Bank, 25 Central Banks, (with 
their own Union), 1,300 rural societies, 40 industrial societies and 22 
other societies with a total membership of 27,292 and a working capi¬ 
tal of Rs 34,37,705. Results such as these could not possibly have 
been obtained but for (i) the initiative of Government and the help of 
its officers, (ii) the enormous amount of time and trouble freely given to 
the movement by our unofficial workers, and (iii) the fiuit that co-opera¬ 
tive credit was welcomed by the people and supplied a pressing need. 
Behind the figures are very substantial facts produced by careful educa¬ 
tion in co-operation. There is not a man who has done work for the 
cause without broadening his mind and his sympathies while acquiring 
much fresh knowledge. Most of our Directors knew but little of 
modern banking, and nothing of its distant cousin "co-operative ” 
banking ; and, if I may be pardoned for saying so, many of them, 
before they became co-operators, were surprisingly ignorant of Indian 
village life. But active co-operative work takes men out and about, 
mentally as well as physically. It rouses the spirit of action and of 
enquiry, and, because men cannot be careless or dilatory in money 
matters without causing disturbances which it is impossible to conceal^ 
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the power of actually doing things and not merely talking about them 
must bo exhibited. Co-operation gives goo<l men a chance of showing^ 
what they can do, it rouses a healthy spirit of rivalry, and it absolutely 
defeats the man who talks but does nothing. To got good results cons¬ 
tant work and unremitting care and attention to busine^j are absolutely 
necessary. Beyond doubt the institution of eo-o]>erative banks has 
done much to develop the busincee talent of the Provinces on lines 
which must have a profound influenee on the future. 

Then we have our annual Provincial Co-operative Conferoiioes. 
These give men from the different Banks a chance of meeting each other 
and eomjianng views on the numerous ipiestions which are constantly 
arising in connection with the development of the movement. The 
arrangements for the iirst Coiifereiiec were made by the Registrar. 
Some doubts were expressed as to whether interest in the movement 
was then sufficiently groat to secure a good attendance. Rut more 
than 1.50 people were pro.scnt, and the Conference was followed by 
some very valuable and remarkable results. Novv we have a Conference 
Committee which is composed of un-olficials who apjioint their 
own Secretary and arrange all details in consultation with the 
Registrar. The holding of these Conferences has aroused a spiriv 
of independent self-help which cannot but strengthen the move¬ 
ment. 

At lirst wo thought that it was too ambitious to turn our Central 
Banks into the more atlvanced co-operative institutions known as 
"Central Banking Unions.” We were strangers to the Joint Stock 
Banks ; but, in 1909, the late Mu. Deans, Manager of the Allahabad 
Bank, gave us our chance. And in the Government review of the 
co-operative work for that year the Chief Commissioner said: “The 
past year has witnessed an imjKirtant advance. The Sihora Central 
Bank has shown that well managed societies may expect valuable 
support from the Joint Stock Banks and has further justified the claim 
of the District or Talisil Bank to a place in the co-operative 
organization by its work in investigating applications of rural^ societies 
for registration. A financing society, working in a limited area, is 
exceptionally qualified to decide on the fitness and reliability of a 
borrowing society; the sum of the local knowledge and influence 
possessed by its directorate is very lai^e and its own interests demand 
caution and a close adherence to the principlfes of co-operative hanking 
in the foundation of its client societies. The Chief Commissioner 
65 
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sees in this development a very important practical contribution to 
the voxed cpicstion of organization/’ 

Our village societies "with unlimited liability,” once stai’ted, 
commenced to improve in quality and to show a spirit that had not 
been expected to apjRiar so quickly. Accounts remained and still 
remain the one part of their business which societies arc quite unable 
to manage for themselves. From the ranks of the soeielies cajmble men 
commenced to appear ; and very soon the first type of Central Bank 
(of which societies were not members) will have vanished altogether. 
Societies hold shares and arc members of Central Banking Unions and 
they have a voice in their management and votes with which to make 
that voice heard. I consider this particular ailvance towards better 
co-operative organization to be far reaching in its consequences, and, as 
will presently be shown, it has enabled us to deal with the question of 
account-keeping in a way which, but for this co-operative develojiment, 
would be decidedly dangerous. 

At first the Directors of our Central Banks emjdoyed no paid staff. 
They had to master the details of their business before they could hope 
to bo able to guide and manage paid staff ; so, with the Registrar’s 
assistance, they did all the work themselves. In all our young Banks 
we still follow the same plan and allow no paid staff until Directors 
have acquired solid practical cxjierience. The Auditor on the 
Government staff assists, of course ; and, as a rule, we find that until 
Central Banks are advanced enough to employ staff the Government 
Auditor has to actually write up the accounts of the credit societies as 
well as audit them. We are fast getting beyond this very elementaiy 
stage ; in our well established banks the duties of Government are now 
confind to supervision and audit. They do not extend to the actual 
organization of new credit societies and the preparation of applications 
for registration, for the banks themselves dre able to undertake this 
work. Thanks to the fact that our Central Banking Unions have 
banded themselves together in the Provincial Union of co-operative 
Banks, which i.s a supervisory body formed to protect the movement 
from rasli and unwise behaviour on the part of the individual banks 
which arc (with their constituent societies) its members, we have been 
able to provide machinery by means of which co-operation may be run 
on safe lines with the assistance and under the supervision of the 
Registrar and his small • staff. This machinery I will describe 
later. 
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In 1910 the movement commenced to grow rapidly. At 
the close of the year there were 280 rural societies with 7,622^ 
members, 8 urban societies with 1,247 members, and 12 central banks 
with 804 members. Capital reacbetl the sum of lls 5,02,080. But 
this growth brought new difficulties with it. When 1 became 
Registrar, in 1911, the movement stfxid in danger of starvation 
for want of capital. Deposits were not forthcoming , stagnation 
threatened. Un-official workers were asking how they could be expected 
to make bricks without straw, and Deputy Commissioners wanted to 
know what was to be done. The Allahabad Bank was willing enough 
to advance money, but the Directors of that institution very reason¬ 
ably asked, “How is a Joint Stock Bank to judge the solvency of 
remote central banks which are strangers to it ?” The case of the Sihora 
Bank was exceptional; for Sihora is close to Jubbuliwre and to the 
local agent of the branch of the Allahabatl Bank. I hatl long cherished 
the idea of a Provincial Bank as the Hnal link between the Central 
Banks and the money market. But, in 1907, I thought that we 
might, perhaps, be advanced enough for a Provincial Bank by 1927 ; 
for when the Sihora Central Bank started we scraped together with 
the greatest difficulty, the enormous initial capital of Rs. 2,000. And 
most of the subscribers were sure that their money was lost to them 
for ever from the moment they paid for their shares. I had already 
tried to organize two central banks elsewhere and had failed. Un¬ 
official workers were, in those days, very few and absolutely new to the 
workj and when, in 1909, I spoke to the Hon'bi.e Mr. Mudholkar 
about my scheme for a Provincial Bank he told me that I would never 
succeed in floating it unless Government would furnish substantial 
guarantees. “Give us a Government guarantee”, he said, “and Berar 
will give you as much moneyas you require”. Much the same attitude 
prevailed in the Central Provinces. However, by 1911 the iiosition 
had changed. Something had been done to show that these new-fangled 
co-operative ideas had sense in them and central banks had steadily 
earned and paid moderate dividends. For the Provincial Co-pperative 
Bank a capital of Rs 5,00,000 was asked for and was speedily over¬ 
subscribed. Most of the capital came from Jubbulpore, in which 
district co-operation was firmly established. A great deal came from 
Nagpur, thanks to the cordial assistance of Sir G. M. Chitnavis; and 
the rest came from other districts in the Central Provinces. Nothing 
could bo obtained from Betar. The Directors of the Allahabad Bank 
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were sympathetic j for they wisely perceivetl that co-operative batiks are 
allies of and not rivals of the joint stock banks, and they accepted the 
Provincial Bank as the link necessary to coinjdete the chain between 
the small and distant villa<je sooietx' and the "reat money markets. 
The Provincial Bank has a strong Board of Directors with whom the 
Registrar works in close consultation. But at the request of the share¬ 
holders themselves, the Registrar has been exercising and must, for 
some considerable time to come, exercise ci'rtain oxecutivo powers which 
are essential to the prompt disposal of business Here again, it may 
be noted that the Directors of the Provincial B.ank are being brought 
face to face with numerous problems with which, but for the Provincial 
Bank, they would not have had any chance of becoming acquainted. 
Education in co-operation is leading them along fresh and broader 
paths of knowledge and thought. "With the opening of the Provin¬ 
cial Bank to deposits (an event which has quite recently occurred) and 
the strengthening of its connection with the money market we shall 
probably be able, before long, to organize co-operative mortgage credit 
societies for our landed proprietors, many of whom are complaining 
that co-operation has left them out in the cold. fVhethci they will vo- 
operate or not reiiianm, of conrre, to be seen. 

Before the Provincial Bank starteil work it was difficult and indeed 
almost imiwssible for the Central Banks to accept deposits with safety. 
Term deposits, if accepteil, carry with them the necessity of meeting 
all obligations to deiiositors exactly on the due dates. Anybody who 
has had actual experience of co-operative banking must be aware that 
the requirements of societies cannot be made to fit in with a bank’s 
liabilities to its depositors. The provision of ample cash reserves or of 
resources from which cash can at once be obtained to meet withdrawals 
has to be made before deposit banking can be undertaken. Such jiro- 
vision the Provincial Bank has been able to make; and so it has been 
possible for our Central Banks to turn their attention to deposit bank¬ 
ing. The results have been surprisingly good; and Central Banks 
have been able to prove that they have the confidence of the public 
and can obtain large amounts in deposits. Much of the money depo¬ 
sited was lying idle before it was entrusted to Central Banks; and I 
cannot but jioiiit to this introduction of deposit banking as yet another 
most valuable result of popular education in co-operation. Not only 
do Central Banks receive deposits; but societies also accept deposits 
from their own members. Certain minimum annual deposits have to 
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be made accorditif^ to one of the bye-laws of societies. Now societies 
dislike this bye-law, and they try to disregard it. But after a 
year or so they commence to appreciate it , and there are now grounds 
for hope that the practice of burying metallic money in the ground 
will gradually disapiwar. 

The idea of reserve funds is a novel one 1o the societies ; indeed it 
was novel enough to Central Banks, many of which were eager to 
distribute as much profits in the shape of dividends as (piickly as they 
could. The larger the first dividend the better, they thought, was 
the quality of their business and the greater the proof of their success. 
The value of the reserve funds is now more generally appreciated 
simjily because enlightenment has come with the co-operative 
movement. Another aAlvance which is remarkable is the change in 
attitude displayed towards borrowing as such. At first Central 
Banks paid far more attention lo the borrower’s credit than to the 
necessity and nature of the jiurpose for which the loan was required. 
But Central Banks now understand, and so do societies, that 
borrowing except tor productive purixises is not calculated to induce 
prosperity and to increase assets. A saner and better use of credit is-. 
being made. Education in eo-operntion has had this amongst other 
effects on popular character. In some districts, too, a marked 
decrease in litigation is being attributed by District Judges to the 
spreatl of the co-operative movement; and I know that a healthy 
public oiiinion has appeared in villages in which it hatl either never 
existed or had been dead or asleep before co-ojieration commenced. 
It is not in financial statistics alone that the work which is being 
done is to be seen. Yet it cannot be too strongly insisted on that 
vitality depends on successful finance ; not, of course, on the earning 
of largo dividends gained by the exploitation of the borrower to his 
detriment, but on the effectiveness of that disoiplineii organization 
which makes every man feel that he must do his full share of work and 
acquit himself honourably of his duty, Co-oi>erators have asked for and 
have obtained public support. They are trustees for public money, and 
if any of that money is lost, confidence in the movement—I will go fur¬ 
ther and say confidence in the future of the country—will be shattered. 

I have already referred to our Union of co-operative banks. The 
objects of this Union are, as stated in its bye-laws :— 

(i) to provide a regular and efficient system of supervision, 
audit and control for all banks and societies enrolled in membership ; 
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(ii) to secure uniformity of practice and unity in effort and in 
aim amoiif'st all co-operative bodies in tlie Central Provinces and 
Berar ; 

(iii) to work for the common good of all co-operators and 
especially to see that co-operative business is conducted on sound, safe 
and jirogrcssive lines. 

The Central Banks each elect one delegate who is duly empowered 
to act and vote on their behalf at the meetings of the Union Congress 
which is made up of these elected delegates. The Congress elects its 
own Governor, who may be the Registrar or any other duly qualified 
person. At present the llegisti-ar is Governor, and, as such, he 
nominates from the Congress members his own advisory couneil of 
four. The Governor’s term of office is terminable only by his death, 
resignation, or the vote of a two-thirds majority of the Union 
Congress. The Manager of the Provincial Bank is Secretary of the 
Congress, ex-officio. Every Central Bank imst submit an annual 
budget to the Governor showing •— 

(i) the name and the number of paid servants to be maintained 
by the Bank and its societies during the ensuing year ; 

(ii) the salaries to be paid to such servants (a) by the Bank, 
and (h) by societies ; 

(iii) the approximate sums to be exjiended on stationeiy, 
printing, etc., for the Bank and its societies ; 

(iv) the means by which it is proixiscd to raise the funds to meet 
these expenses. 

Our Central Banks, of course, meet their expenses and pay their 
Managers, Inspectors, Accountants, etc., from the income they 
derive from interest j not, it must by noted, froin the interest on 
reserve funds which is left to accumulate in reserve. But the borrowing 
societies carry the whole of the difference between the rates of interest 
paid by societies and their individual members, as well as all profits 
on deposits and on accumulated reserves, to^ their reserve funds, which 
we fully recqgnize must be strengthened with the least possible delay 
by all the means at our disposal. To this policy we intend to hold 
fast at any rate until reserves bear a far greater proportion to 
liabilities than they do at present. Meanwhile, until we can prudently 
devote the income from invested reserve funds to meeting annual 
expenses, we ask and exjxict the members of our co-operative societies 
to assist us in the efforts we are making for them< And Central 
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Banks have, almost without exception, adopted a simple rule under 
which each individual member of every society pays an annual Union 
subscription of Re. 1. This is an absolutely inclusive charge and, in 
return, a trained and efficient staff is maintained for the special 
purpose of writing up the accounts of the societies, while all stationery, 
is also supplied. Under this scheme, in our atlvanced banks, 
to every circle of 100 societies is ap{K>inled a Union Auditor. Union 
Auditors are under the sole direction, control, and discipline of 
the Governor of the Union ; byhim they are appointed and by him 
dismissed ; they work under the Government Auditors, and no man 
can l)e employed to audit unlcas be is recognized by the Registrar 
under Section 17 (i) of Act 2 of 1912. For every circle of fifty 
societies a Union Mohurir is employe*!. Union auditors arc in a 
class alone, but they as well as Mohurirs are jiaid 1)/ the societies and 
in this important respect they are <listinct from Hank staff 
(which is, of course, also Umon staff). No pains are spare*! to make 
societies underetan*! that the men they pay are their servants and 
not their masters. Societies are learning this very readily ; and they 
are quick to detect and to complain of any shortcomings on the part of 
their servants. It has already been jrointod out that societies have 
votes in the Bank which they belong to ; and it is this control which 
s<icieties possess over a Bank's affairs which renders it safe to employ 
Union staff. Were societies merely the customers of a Bank and 
not its proprietors I believe that this paid staff would speedily become 
a colourable imitation of the subordinate Government staff,—the 
Patwari, the Irrigation Amin, and the rest. Education in co¬ 
operation is revealing many things to the humble peasant, and the 
revelation eonnot fail to have a stimulating and purifying influence on 
rural politics and environment. 

The formation of the Union, itself a product of education in co¬ 
operation, has had and is having a very satisfactory and remarkable 
‘influAice on the quality of the work done by co-operative banks. 
Regularity and strict attention to essential banking detail is replacing 
spasmodic effort and unpunctuality. Our banks have got far to 
travel before they are perfect • but if they ever develop into model 
institutions, as I hope they will, it is to the Union that they will owe 
far more than they at present dream. Thanks to the Union an annual 
increase in share capital is now assured. And to the Union is 
due the establishment of a Famine Insurance Fund which will 
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increase steadily as the years pass. Union bye-law No. 13 runs as 
follows — 

“Every Central Bank shall, with its constituent societies, make 
an annual contribution to the permanent .and indivisible 
funds of the Union. Such annual contribution shall be a 
sum not less than il5 jx;r cent, of the annual expenses 
budgeted for. " Then follow these bye-laws - 
“The annu.al contributions sjiecilieil in bye-law 1.3 shall be allotted 
to the respective Central Banks inakin*'them and Central 
Banks shall employ the whole of the money so allotted in 
an increase of their share c.apifal. 

“Share eajiital thus obtained by Centr.al Banks shall lie employed 
by them in their own eo-oper.ati vo busincs.s, but shall be 
held by them on behalf of the Union and the shares shall 
stand in the name of the Union. ” 

“The diviilends earned by Union shares shall be paid to and 
invested by the Governor of the Union in Trustee Securi¬ 
ties to form a Famine Insurance Fund to accumulate at 
compound interest. “In the event of famine or wide- 
spreaxl crop failure and consetpient tifrhtness in the money 
market the financial resources of the movement may 
seriously contract. To provide for such a monetary crisis 
the Governor of the Union shall have power to make 
loans out of the Famine Insurance Fund to the Provin¬ 
cial Co-operative Bank in time of neo<] at the average rate 
of interest at which the Provincial Bank was obtaining 
loans from the money marketdurinfj the preceding twelve 
months. Such loans shall be of the nature of temiiorary 
advances only and the Provincial Bank shall bind itself to 
recoup both princiiial and interest to the Famine Insu¬ 
rance Fund as soon as the money market becomes normal 
again. “ * 

The spirit of these bye-laws is.the spirit of prudent co-operators who 
have not been blinded by a new enthusiasm to their duties as servants 
of the public. Nor has the Union failed to think of the paid co-opera¬ 
tive staff whose lives will be spent entirely in the service of the cause. 
The Union can employ no servant who is without a Union license; and 
this will give the staff a recognized status. There is a Provident Fund 
too, and to this the Union adds for every servant 10 per cent, pf his 
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■alary; compound interest at 6 jicr cent, is allowed on these contribu¬ 
tion and is credited to each account. Dishonesty and gro.ss neglect of 
duty are punished by forfeiture of all claims to any share in the ProvP 
dent Fund. Before full pnvileges in the Fund are allowed 15 years of 
approved service must have been completed • while special rewards are 
promised to service of exceptional merit and length. Such_, in brief 
outline, is the Central Provinces Union of Co-operative Banks which, 
unless I am absolutely mistaken, will help not a little in the advance¬ 
ment of popular education on practical co-operative linos. 

In conclusion I must mention the valuable work being done by co¬ 
operative banks in the technical improvement of agriculture and indus¬ 
tries. Through the channels opened out by Central Banks, by their 
agency and with the assistance of their Directors, the experts of the 
Agricultural and Industrial Department, whose task, as we all know, is 
one of extreme difficulty, are steadily getting into touch with societies 
of men willing and proparoil (though by no means iiorfectly prepared) 
to listen to them. This s.ttisfactory result has been gained because, 
through Central Banks, communication has boon rendered jwssible with 
the .small individual cultivator or artisan in his isolation, and his igno¬ 
rance. From their Contial Banks, moreover, .societies 'cai^ obtain 
on equitable terms, the funds for better seed, bettor implements, and 
better cattle, and bettor silk, better yarn, purer metal, without putting 
their heads into the noo.se which that universal per.son, the usurer, knows 
so well how to slip tight at his own convenience. If lack of wholesome 
credit stood in the way of agricultural and industrial improvement a 
few years ago it need do so no longer. And as popular education in co¬ 
operative methods progresses the efforts of the Agricultural and Indus¬ 
trial Department must become more and more effective. Our best 
banks are already thinking of having their own small demonstration 
farms which can casly be inspected and guided by the Agricultural 
Department. Those farms will adjoin the new buildings whieh banks 
must build themselves before very long, and thus situated they will 
serve as continuous object lessons to the many thousandsjof cultivators 
who come to the Central Banks for money. I have already been asked 
by unimaginative people why co-operative banks should undertake 
work of this kind. My reply is that in the beat and most successful 
kinds of modern business the science of philanthropy has been found 
both necessary and profitable. From the purely business point of view 
I am sure that it will pay co-operative banks to tpake popular educatiou 
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part of thoir programmos. I think I can quite safely go further than 
that and say that unless co-operative banks do make popular education 
jUrt of their business they will decay just as rapidly as they have 
sprung up. I take exactly the same view of the industrial aspect of 
eo-o£)erative work. Commencing, quite simply, with societies for credit 
and thrift, Centi-al Provinces weavers arc turning out better and more 
marketable staff and are already buying raw materials wholesale. They 
have just Commenced to think of co-operative sale ; and they 
are asking for the fly shuttle looms they flatly refused to 
consider only two years ago. Brass and bell-metal workers are 
difficult peijpio to persuade ; but even they are commencing to use 
stamping presses and improved lathes specially designed for their needs 
by Mr. Cove, Headmaster of the School of Handicrafts in Nagpur, 
These are encouraging signs; and there can bo no doubt that 
as the co-ojxjrative credit and banking machinery becomes more 
efBciont, faster, and less clumsy in operation, co-operative enterprise 
will extend to the production of superior varieties of wheat and 
cotton, to the breeding of pedigree cattle, to the control and mange- 
ment of cotton gins to the wholesale disposal of manufactured articles, 
to the production of pure seed of guaranteed quality and germination. 
We are already doing something to direct popular effort in these 
directions. But 1 hold that Governmeut need be in no hurry to in¬ 
troduce these schemes for they will be found knocking at the door as 
soon as our banking and credit arrangements arc in order. 

A little first-hand knowledge of co-operative work has an excellent 
effect upon those who form, iqion theories and book learning, opinions 
which are too optimistic or too pessimistic. In co-operative affairs 
simple facts count for so much; and Registrars have to deal with 
things as they are and not as they ought to be. The interests at 
stake are so great and so complex that the}" cannot but be, and must 
always continue to be, the intimate concern of Government. But as 
I have already said, the co-oiierative movement can easily be ruined 
and the whole structure of our banks and societies can be brought 
crashing tb the ground by either too much or too little control. It is 
the duty of the Registrar to act as co-ojierative adviser to Government 
as well as to the people; it is the task of the Registrar to see that 
official and unofficial efforts are blended harmoniously together. 
He must take his good where he finds it; he must know the 
waters over which be has to pilot the movement; and he roust 
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not allow that aimless driftin'' which is certain to end on the 
rocks of monetary loss. It is essential that a Registrar should properly 
appreciate the means at his disposal and bo definite in his purposes and 
ain[*s. For, when all is said and done, it is the Registrar who has to 
frame the policy of co-operative banks; and it must be his care to 
make this policy generous and comprehensive. There has of recent 
years been much discussion on all sides as to what Registrars should 
do and should not do. Similary, there has been much argument as to 
the exact part which Government should take in the co-operative 
movement. This paper has been written in the hope that an account 
of our development and our experience in the Central Provinces may 
assist in the solution of these problems I have tried to show that 
where officials and uuofficials have worked earnestly together for the 
cause, there, and there only, have good results been obtained. Where 
on the other hand, such co-operation has unfortunately been absent 
nothing has been accomplished. It apjiears to me that the future of the 
co-operative movement in India depends upon the continuance of an 
equitable partnership between the State and ixioplc, and I believe 
that this will become more and more evident as our co-operative 
education proceeds. That [wpiilar effort will speedily gain in strength 
and volume must be our pious wish. 



** \E.rtracts from the Monti and Material Jbt)</rc.\s ItejMil of India, 
Decennial Juave, 1!)I8, pp. ii4!)-53.^ 

CO-OPEKATIVK CllEOlT SOCIETIES. 

The Co-o|x:rative movenieut iu India is a recent development^ due 
to action taken Viy Government. It has hitherto been concerned 
almost exclusively with credit societies, thoiifjli activity in other 
directions is beyinnin^. The movement is not confined to 
agriculturists, but it wa.s with a view to their benefit, mainly, tliat 
societies were started, and the great bulk of the societies arc rural. 
It may safely be said, also, that no line of advance offers greater 
possibilities in the way of the improvement of agriculture. 

The possibility of improving the credit of the rural jxipulation in 
India by the establishment of a system of Co-operative Credit 
Societies hail, at the beguimug of the period under review, been for 
some time engaging the attention or the Government of India. The 
question had previou-ly been taken ii[) independently in some 
provinces, and in some cases practical steps had been taken. The 
most striking development of the co-operative jirinciple on indigenous 
lines had taken jilace in Madra.s, whore the uulhts, described as mutual 
loan funds, had attained on tlu' whole a very considerable degree of 
success, ill spite of numerous failures due t@ fraud, ignorance, the 
unsuitahility of the law, and tlic absence of supervision. There were 
in 1901 over 200 nidhits, with 06,000 members and a subscribed 
capital of Jtl,700,000. They found their clients, however, among a 
more highly educated and advaiiceil class than the mass of the 
agricultural population, to whose needs their cons tit.iitioii was not well 
adapted. In other jiarts of the country the societies that had been 
started had hardly jiassod the experimental stage. In the United 
Provinces steps had been taken in 1900, at the suggestion of the 
local Government, to establish societies in many districts ; in the 
Punjab a few societies had been formed about 1898 by district 
officers on their own initiative, and in Bengal several societies had 
been started, and appeared to have attained some success under the 
fostering influence of sympathetic officials. 

In 1901 a Committee was appointed by the Government of India 
to consider the whole subject in the light of reports from the local 



PROVISION OF DOttROWiNO FACILITIES. 


445 


Governments and of ihe experience already pjained in the provinces 
referred to above. The report, of tlie Committee was laid before 
Parliament. It was now apjiarent tli.at no real advance was possilile 
without le< 5 is]ation, the elaborate provisions of the Companies Act 
beinj' wholly unsuited to sf)cieties of the kind in question. Legislation 
was therefore undertaken with the object, firstly, of taking such 
societies out of the operation of the general law and substituting 
provisions specially adapted to their constitution and objects, secondly, 
of conferring upon them special privileges and facilities, so as to 
encourage their formation and assist their ojicrations, and, thirdly, 
as a necessary corollary, of taking precautions against the improper 
utilisation by speculators and capitalists of privileges not intended 
for them. 

Legidalion. —A Co-operative Credit Societies Bill was accordingly 
introduced in the Govornor-Gcncral^s Legislative Council in October 
190:ij and passed into law as Act 10 of In view of the wide 

diversity of conditions in India, and the expenmeutal nature of the 
measure, nimphcitj/ and e/ashettg were kept in view as cardinal points. 
Broad principles were laid down, and certain precautions insisteil on, 
subject to which, and to lules to be made by local Governments, in 
the same spirit, in accordance with local needs, the jicojile were to be 
left to work out their salvation on their own lines, the function of 
Government being confined to sympathy, assistance and advice. The 
object of the Act, as stated in its preamble, was “ to encourage 
thrift, self-help, and co-operation among agriculturists, artisans, 
and persons of limited means. ” Local Governments were em¬ 
powered to appoint provincial Registrars of Co-operative Credit 
Societies, whose duty it would be to senitiniso applications for 
registration under the Act. Subject to the provision that any 
association of not less than 10 persons might be registered by the 
special order of a local Government, the Act laid down that a society 
should consist of pereons residing iu the same town or village or the 
same group of villages, or, subject to the sanction of the Registrar, of 
members of the same tribe, class or caste. Societies were classed as 
“ rural ” or “ urban ”, and it was laid down that four-fifths of the 
members must be, in the first ease, J 4 jriculturi 8 ts, and in the second, 
non-agriculturists. In the case of rural societies the liability of 
members was to be unlimited, unless a departure from this rule were 
specially sanctioned by the local Government j in the case of urban 
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societies, liability mifrht be either limited or unlimited, as might be 
provided by bye-laws or rules made under the Act. Profits, in the 
cSsQ of a rural society, were, in the fir.st instance, to be carried to a 
reserve fund, or applied to the reduction of the rate of interest, and 
a bonus might be distribiitwl only when requirements in these 
directions hail been fully mot; urban societies were also to carry at 
least a quarter of tlie annual profits to a reserve fund. Loans were 
to be made only to members, or, subject to the consent of 'the 
Registrar, to a rural society. Limitation.s were placed on the interest 
in a society that might be held by a single member, and on the 
transfer of shares. Privileges included the exemption of a member's 
shares or other interests m the capital of a society from attachment 
for private debts, the grant to societies of a measure of priority over 
ordinary creditors m enforcing claims on crops, cattle, &c., and 
provisions for exemption, at the discretion of the Government of India, 
from income tax, stamp duties, and registration fees. Provision was 
made for compulsory insiieetion and audit by the Registrar, for 
compulsory dissolution, subject to appeal to the local Government, 
and for liquidation under a simjiln proeedurc. Finally, wide rule¬ 
making jiowers wore conferred njion local (Tovernments. 

The development of co-op<‘rative societies during the period under 
review took place under the Act of 1904, but in the last month of the 
decade the Act was repealed and replaced by the Co-operative Societies 
Act (Act 'Z) of 1912, which introflnccfl important changes in the law. 
Experieueo had shown that, in spite of the simplicity and elasticity of 
the earlier Act, there were certain respects in which it was desirable 
to extend its scojie, and some points in regard to which amendment 
of the detailed provisions was required. The first change made is 
indicated by the difference between the titles of the two Acte. With 
the spread of co-operatii-e credit societies, there had arisen in many 
parts of India a desire to initiate other societies of a co-operative type, 
liaviug for their aim the production or distribution of commodities 
and not merely the provision of credit. The new Act accoixJingly 
provides for the registration under the Act of any society "which has 
as its object the promotion of the economic interests of its members 
in accordance with co-operative principles,” or any society "established 
with the object of facilitating the operations of such a society.^’ The 
statutory distinction between "rural” and "urban” societies is dropped, 
the radical differentiation between societies with limited and 
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unlimited liability alone being retained. The prineipilc that agricultural 
credit societies must generally be con.stituteil on the basis of unlimited 
liability is retained, but with a view to bringing within tire provisions 
of the Act societies that have grown up and done useful work in some 
parts of the eountiy, the distribution of profits by "unlimited” 
societies is allowed in cases where thi.s course is sanetionerl by the local 
Government. The fourth new feature of imiiortanec in the Aet of 
1912 is that it provides for the formation of societies the mcmliers of 
which shall be other co-operative societies. The grouping of societies 
in this way into unions, and their financing by moans of central 
banks, is an essential feature in European .systems, and action on these 
lines ha<l already been found feasible in moat provinces of India. The 
other changes introtluced by t!ie new Act were of less importance and 
do not call for special notice. 

Progress of the Co-operatiic Movemente —The provincial Registrars 
appointed after the passing of the Aet of 1901- were cx]'>ected not 
only to carry out their formal duties under 1 lie Aet but also to foster 
in every possible way the growth of the co-operative movement. In 
the instructions issued by the Government of India, local Govern¬ 
ments were invited to select a few districts in each province in which 
theexjieriment might be most hopefully tried, and it was pointed out that 
it would be advisable to start cautiously and to progress gradually. 
Stress was laid on the necessity of reducing restrictions to a minimum, 
so that the people might be cncourt^jcd (subject to certain necessary 
safeguards) to work out the problem on their own lines with such 
guidance and help as could be given to them. 

When the Act was under discussion many doubts and fears were 
expressed. I'hese have in great }iavt been disjielled by subsequent 
experience. It has been found that the root of the matter does exist 
in India, and that Indians will co-operate, that unlimited liability is 
is not a bugbear, that societies have succeeded in attracting capital, 
and that they have not found the absence of a summary procedure an 
insuperable difficulty in the way of collecting their debts. Making 
every allowance for the facte that India has been able to profit by 
the experience gained in other countries, and that the pioneer work 
has been done by the State and not by individuals, progress has 
indeed been extraordinarily rapid. Even so, the movement 
has as yet touched only the fringe of the vast population 
concerned. 
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The lines of development have been different in different parts 
of India^ but the same general questions have arisen. It soon became 
evident that the future of the movement depended on the successful 
Solution of the two connected problems of finance —the provision 
offundi —and sitpervinioii. The main obstacle to expansion in the 
earliest stages was the difficulty of attracting outside capital, and, on 
the other hand, the limits of personal supervision by the Registrars 
were soon reached. The importance of avoiding anything like a 
general officialising of the co-operative movement has always been 
kept in view, and development was intended to proceed along lines 
which would render it possible for societies to provide supervision for 
themselves. It was recognised that the combination of village societies 
for the purposes of finance and control wa.s as important as the combi¬ 
nation of individuals, and that such combination was intimately con¬ 
nected with the problem of giving them access to the outside money 
market. Pending the solution of these problems, the policy generally 
adopted by Registrars was one of consolidation rather than extension. 
The ideal hold up was the formation of societies into local and central 
unions which ivould not only finance their own societies but also super¬ 
vise them and encourage the further growth of the movement. So 
far as finance is concerned, there arc now in all provinces a number 
of "centitil” societies, which lend to other societies only, and are estab¬ 
lished for that purpose. As regards supervision, progress has been 
mat^e in varying degrees in the direction of the ideal above referred to. 
“Unions" have been formed in many parts, some of which exercise 
supervisory functions only, while others, such as the “Central Bank¬ 
ing Unions" of Bengal, also finance their affiliated societies. 

In Bombay a new departure was made in 1911 in the form of a 
central bank—the Bombay Central Co-operative Bank—with a Govern¬ 
ment guarantee for the interest on its debentures. Thejbank, which 
was founded on the initiative of leading local capitalists, lends only 
to co-operative credit societies, subject to the approval of the Registrar, 
and at a rate of interest which must not exceed 8 per cent. It was 
registered in October 1911 as an urban society. 

A matter to which special attention has been directed is the com¬ 
bination of the efforts of the co-operative and agricultural departments 
for the development of agriculture. Co-operative work has in many 
places been brought into contract with that of agricultural associa¬ 
tions, seed societies of a co-operative character have been started, and 
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in many* other ways the desired combination has already been brought 
into play. 

Sati.sfactory features of the general development of the eo-opera- 
tivG movement in India have been that onl}' a small proportion of the 
capital of the societies has been advanceil by the State, ihat the purjxjses 
to which loans have been applied have been almost entirely jirodnctive, 
and that loans, generally s|Teaking, have l»cen punctually repaid. The 
rates of interest ehargeil vary, but are considerably lower than those 
charged by local money-lenders; it is estimateil that, at a low compu- 
tation,the agriculturists of Inilia are savofl £100,000 in interest 
charges for every £1,000,000 lent out by co-operative societies. 
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Egyptian System of making Loans to AoiucirETiraisTS. 


\Jixtracts from fhe Report on the Ailmimutiation of Rgi/p>^ 

Sontlan, 1895'\ 

The Clovernmont lias done something to aid the eultivatoi’s. In 
189 tj they received ajdvances of 5,000 ardehs of seetl (1 ardeb 
= 2(j71hs.) ; in 1895, the quantity was increased to 8,000 ardehs. The 
reason why atlvanta*rc is not to a ^reatt'r extent taken of the offer made 
by the (Tovornment in this connection is, that the cultivators are but 
too often so deeply jilcd>re<l to the petty money-lenders that they are 
uiiahlc to resist the pressure, which these latter naturally brin" to bear 
on them, to abstain from askinfr for advances of seed from the Govern¬ 
ment. 

The remedy which would probably be the most jxipular amongst 
the land-owning classes in Egypt, and which has, in fact, fretpieiitly 
been suggested to me by several leading Egyptians, would bo to esta¬ 
blish a Government Land Bank, which would redeem the whole, or 
nearly the whole, of the present mortages, and would for the future 
advance money at reasonable rates of interest on the security of the land. 
Those of my native friends who have spoken to me on this subject 
scarcely appear to realize the grave objections which may be urged 
against a project of this description, nor the very large amount of 
capital which would be required to carry it into execution. Apart 
from the fact that it would result in the Government becoming the 
creditor of a targe jiart of the population, which is, jierhaps, scarcely 
desirable on political grounds, it is to b<; observed that, in order to 
attain the object in view which is, I conceive, to afford permanent 
relief to the land-owning classes, another step would have to be taken, 
namely, that all private mortgages ujjon land, on the security of which 
the Government bad advanced money, should be declared invalid. Un¬ 
less this were done, a largo number of cultivators, after having 
borrowed at a low rate of interest from the Government, would place 
second, third, and fourth mortgages on their land on account of loans 
contracted from money-lenders at high rates. I venture to assert 
that in a very short time the condition of the land-owning classes, 
generally, under a system of this sort, would be no better than at 
present. 
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I need haitlly .-uld tliat any bucli radical Icfrislation as the total 
abolition ol the rij^ht ol' mortoa<^e save with a (Jov'ernineiit Bank is 
<£iiite out ol’ the (jucstion. 

There remains, however, anothei remedy winch is nioio worthy 
ol consideration. I do not say it will save the hojiclossly inunovident 
cultivator, hut it may affoiil an o|)iJor(nni(y to Miose who are not hope¬ 
lessly improvident ol saving themselves. 

It wouhl be desirable that some rosjieetahle hanks should take up 
the cla.ss of business now almosi exclusively in the hands ol the petty 
money-lenders. I have reason to believe that they have so far 
abstained from doinj^ so beeause the business is very tronhlesorae, and 
moio especially in view of the larg-e staff of af^eiits, reipnred—uot over 
lucrative. Tlieie can, I think, bo no valid objection (o the Government 
acting as pioneer in an enterprise of this sort. Acting on this belief, 
the Egyptian Govei'iinieiit has recently decided toilevotc t E. 10,000^ 
to advances in sums which are in no ease to exceed a maximum of 
10 in the aggregate, or of £ 'I })er t'cddant. The late of interest will 
be 0 per cent. No a<lvances will be made to proprietors of over 5 
feddaiis. The formalities to be gone through in order to obtain an 
advance will be of the simplest description. 

It has been not died that the Government has no intention of 
embarking upon banking opemtions on a large scale. They merely 
wish to make an e.xpeiimcnt in a few selected districts. It will depend 
on the results of this expciiineut whether at some future time an 
endeavour is made to come to some arrangement with a private bank 
with a view to more extended ojieratioiis. It is impossible to feel 
very sanguine of success. All that can for the present he said is that 
the experiment seems worthy of trial. 


* £ E. 1 = jE 1 Oil. 6<i 
t A FedUau ib very beAtl ■*, = an aoPe. 



[^E.vlrads from the Jteporl of 1B9G.^ 


“The experience gainetl has convinectl me of <hc great benefit 
that an agneultHral bank would be to the smaller cultivators. Tlie 
exj)eriment made this year has not only been a great lx)on to the 
villages where the advances were made, but has had the effect o£ 
making tlie money-lenders m the neighbouihood reduce their rates 
of interest ctonsidcrably, and has openetl the eyes of the fellaheen 
to the possibility of money being procured at more moderate rates.” 

On the whole, I think it may be said that the experiment has 
proved successful, but I must repeat that it is quite impossible for 
the Grovernment to undertake operations of this sort on a large 
scale. It remain,? to bo seen whether any private bank or banks 
will take the matter up. I hardly feel sanguine that they will do so. 

1 may mention in connection with this subject that during the 
year 18!)6, 8,450 ardebs (an ardeb = 267 lbs.) of specially selected 
seed was sold to the cultivators by the (lovernment at P.T.* 58 an 
ardeb. The purchase-money was matle payable in three wjual instal¬ 
ments spreatl over the last quarter of the year. Money-h-nders 
were at the same tune advancing inferior .seed at from P.T. 70 to 
100 an ardeb, payable at the time of croji. 

It IS worthy of consideration whether the system of Government 
advances of seed should not receive some further extension. 


1 P. T. (Piastra Traffic) >>2Id, 



\_Ej'(raclii front tin- Rojiort of lHi)S j 


As an oxporiiTienlal nicasun*, llio fjoverninont at, one time advanced 
£ E. 10,000 in small .sums to the fellaheen The exiieriment pioved 
sufficiently successful to affonl eneoui-a^^omeid for puvate enterprise 
to enter this tiold of action. Tho Egyptian t'leilit Fonciei consented 
to lower the minimum amount of it,? ailvanec« to t E 100. Inas¬ 
much, however, as the advances made hy villaf^e rnoiiey-londers are 
f^cnerally in small sums of less than t E. 10, it was evident that the 
limit of £ E. 100 was still too hi^h to reach tlie majority of those 
whom it was desirable to relieve 

A further tentative step has now been taken in the direction of 
dealiiiiy with this ([iicstion. Tlio newly-created National Hank is 
about to make advances of small sums up to £20 at !1 per cent 
irderost. Further, the Hank olTeis adv.ince.s up to £ 100 at the same 
rate of interest, to those who wi.cli to jiav off their old debts , repay- 
mout to the Hank will be made m live yearly instalments due iti 
October of each year, that is to say, at flic time the cotton crop is 
jratherod. All such advan<!es will he rejioilcd to the (loverument, 
who will instruct the tax collectors to entoi them on the “Wirdes,”* 
and effect the recoveries with the taxes. 

The 9 per cent, interest will be distributed as follows • 1|- per 
cent, will bo paid to the local agents of the Bank ; ^ per cent, will 
go to the tax collectors ; the remaining 7 per cent, will bo retained 
by the Bank, which will be put to some expense, notably in the 
direction of appointing a thoroughly trustworthy European Inspector, 
who will visit the villages and control the action of the local agents. 
The services of an official of this description are indispensable. 

The experiment will, for the present, be tried in one district only. 
Should it prove successful, the Bank will be prepared to extend its 
operations. 

As the fellaheen at present habitually borrow money at exorbi¬ 
tant rates of interest—sometimes as high as 40 per cent., and even 
higher—it is probable that advantage will be taken of the terms 

* The “Wirde" is the Sehodule iu the possession of each landowner, setting 
forth tho amounts duo for laud tux and the dates at which payments should be 
made. 
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now offered. lint I must reixjtit wliat I liiive said before on tins 
subject, namely, that llie measures now in course of execution must 
still be regarded a.s wliolly experinienla,!. Tlio relations between 
the rnouey-lenders and the cultivating classes, which are very similar 
in character in all backward agriculLuial countries, constitute an 
economic problem of extreme dilKculty I am not aware that any- 
whoie a tlioroughly satisfactory solution of this problem has been 
found. It IS, in fact, impossible to feel sanguine of the success of 
any piotcctive measures devised with the object of safeguaixling the 
poorer class of cultivators against the consecpiences of their im¬ 
providence. In the iircsent instance, all that is possible is to give 
the cultivator a fair chance of cscajiing tiorn his financial embarrass¬ 
ments j but no measures devised by the Government can prevent his 
incurring fresh pecuniary obligations of a nature to frustrate the 
intention of the scheme now contemplated on his behalf. I am well 
aware of the force of these arguments. Tliey do not constitute a 
suflicient reason tor total inaction ; but they enjoin watchfulness, with 
a view to deciding, by the light of the practical experience which 
will eventually be gained, whether it will or will not be desirable to 
continue the experiments now m course of progress. 



[^Extracts front ihr Iteport of 189U.'] 


The experiment, however, was siiirieient to show holh that the 
fellaheen would willingly avail themselves of whatever facilities 
could be offered for borrowing at a low i-ate of interest, and that 
the practical ditRculties in the way of rocoveung the principal and 
interest, on a number of small loans, though considerable, were not 
insurmountable. 

The next step taken was to induce the Egyptian (h-etlit Foneier to 
lewer the minimum amount of its advances to € K. TOO. This 
measure was practically unju-oductive of result, the minimum being 
still too high to meet the rerpiirements of the mass of the borrow¬ 
ing classes 

The establishment of a National Bank in 181)8 enabltnl a further 
experiment to lie made under circumstances which were more favour¬ 
able to success. Indeed, one of the main reasons which induced the 
Government to assent to the creation of this Bank was a desire to 
facilitate the treatment of the question now under discussion. 

The Belbeis district in Lower Egypt was chosen as the field 
of operations. This district consists of sixty-eight villages. In 
eighteen of these the land is held by large proprietors. During the 
spring and early summer of 1899, 1,580 advances amounting in all 
to £ E. 4,780, ware made by the Bank in the fifty villages where the 
land is held in small lots. These loans were all repayable in the 
autumn. The result, I am informed by Sir Edwin Palmer, the 
Governor of the Bank, “has been thoroughly sati.sfactory ; the whole 
of the money due in the year was collected by the Govenment tax- 
collectors.” 

I should explain that the debts of the fellaheen may be divideil 
into two distinct categories. In the first place, it is a very general 
practice amongst the Egyptian cultivators to borrow small sums in 
the early part of the year and to repay the loan and interest in the 
autumn, after the cotton has been sold. In the second place, loans 
larger in amount and of longer duration are, for various reasons, 
contracted. 

It was obvious that very little would be done to relieve the 
population generally if the Bank confined its operations solely to 
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tho first of these two categories. It is the second class of loan, 
which is most onerous to the j>o]uilation generally, for the rate of 
inU'rest usually eharjTed by tho villa"e money-lenders is so hif^h 
that tho cultivator, havin" once borrowed money, but too frequently 
finds himself involvcxl in inextricable financial dilficulties as the 
result of a loan which may originally have been for no very consider¬ 
able amount of money. 

Guided by these considerations, the Jtanh: consented to make 
870 loans, amounting m the apf"rcgate to i, K and repayable 

in five yearly instalments, to the cultivators of the Bolbcis district. 
In all those eases the money was adv.anced to persons who were 
already indebted, and who were thus enabled to effect a commutation 
of their debts on favourable terms. 

It is probable that tho business has not .so far proved siiflieiently 
reiminenitivo to tho Hank to compon.sato for the very considerable 
amount of trouble and expense mv'olvcd in dealing with a number 
of these petty transactions. This, however, is due partly to the fact 
that the opcmtioiis have so far been conducted on a small scale. 
Tho expenses, which are considerable, owing to tlio absolute 
necessity of employing trustworthy and competent supervising 
agency, will, of course, proportionately decrease as the operations 
extend. 

It was felt, however, that no }>ermanent snecc.ss could be attained 
unless the philantliropic considerations which cluster round the 
treatment of this subject were so far discarded as to place the matter 
on a sound commercial basis, .and thus insure to the Bank an adequate 
remuneration for their capital outlay. The Government therefore 
consented to allow the Bank, in addition to 9 per cent., which is the 
highest mto of interest allowixl by law, to charge a commission of 
1 per cent., which will go to their local agents in tho villages. It is 
estimated that, of the 9 per cent., which will he received by the 
Bank, aliout 8 jier cent, will go in oxjicnses, leaving a net profit of 
6 ]ier cent., from which, liowcver, any loss incurred hy bail debts will 
Lave to lie deilucted. 

This arrangement, I hope and believe, is of a nature to 
interest the Bank in the extension of the scheme. In fact, the 
Bank has now consented to extend its operations to three more 
districts. £ E. 100,000 will lie ailvanced in these districts, of which 
£ E. 25,000 will be devoted to loans repayble within the year. The 
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lijLlapoA of £ E.7 6,000 will he leat on mortgage, the loans being 
repayable in five yearly instalinenis. 

The popularity of the measures recently talien in the Belbeis 
district is sufficiently shown by the numerous requests which have 
been received by the Bank from persons residing in districts which 
have so far not been comprised within the sphere of operations. 

I must, however, repeat the warning which I have given on 
previous occasions when dealing with this subject. The project is 
still in an experimental st^e. Its ultimate success, oonsidered in 
the light of a possible solution of a very imiiortaut and difficult 
economic problem, depends on whether the majority of the cultivating 
classes, having once been relieved from any very onerous debts 
which they may have contracted, will or will not qse the comparative 
financial freedom thus acquired to plunge again into operations from 
which it will be extremely difficult, if not altogether impossible, to 
extricate them. 

It would be premature at present to express any confident opinion 
on this point. Such little evidence as is forthcoming, however, 
rather points to the conclusion that it is erroneous to suppose that the 
Egyptian fellah will almost invariably incur debt up to the maximum 
amount of his credit. I do not doubt that a certain number of 
cultivators, after they have commuted debt on which they are perhaps 
paying interest at the rate of 40 per cent., or even more, into one on 
which they will pay 10 per cent., will use the margin of income thus 
rendered available in order to contract further debt; but I contend 
that the present scheme may be considered a success if the number of 
individuals who adopt this ruinous procedure constitute the exceptions 
rathdr than the rule. 

Much, indeed, has frequently been written and said about the 
inveterate improvidence of the fellaheen population ; much also on 
the impossibility of saving any one, by legislative or administrative 
measures, from the oonsequonees of his own folly. I am not prepiared 
to deny that there is much truth in the objections which, on these 
general grounds, have been occasionally urged against the measures 
now under discussion. The other side of the question is that, until 
of recent years, the system of government prevalent in Egypt was 
Certainly not of a nature to encourage thrift. Time will assuredly be 
required to wean the Egyptian population from habits acquired during 
the long period when but little respect was shown for the rights of 
58 
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property, and when the demands of the tax-gatherer were not merely 
excessive, hut also uncertain and capricious. But any one who has 
Seen much of the fellaheen population can bear testimony to the fact 
that they are a very haixl-worlcing and industrious race, who are 
keenly alive to such matters affecting their own interests as they 
clearly understand. 

I know of no reason for holding that, as a class, they are 
irretrievably thriftles.s. In any ca.se, no harm can be done by 
affording them a fair opportunity for shaking themselves free of the 
debts by which they are but too often burtbenetl, and thus giving 
them a 8tarting-i)oint for the exercise of economy in the future. 
Without, therefore, taking a more sanguine view than would be 
justified by the present facts of the situation, it is permissible to hope 
that the arrangements now made will be productive of some real 
benefit to the mass of the cultivators in Egypt. 

Should the ojierations conducted during the present year afford 
sufficient encouragement in that direction, it is to be hoped that 
the sphere of jwtty loan operations will be gradually extended. In 
that case, as the sums advanced will be locked up, it will be 
necessary for the National Bank to increase its capital. 



The main Features of the Egypti in System. 


^Ejctractn front the Report of 189U.^ 

There are, broadly speaking, two methods oi’ dealing with this 
problem, which, in spite of local differences, presents much the same 
features in all countries where a backward agricultural population 
is brought in contact with those modern principles on which the 
relations between debtor and creditor arc based in all civilized 
countries. 

The first is to protect the cultivator fiom the possible consequences 
of his own improvidence, ignorance, or carelessness by protective 
legislation, which is devised so that, in one form or another, his 
freedom of contract is curtailed. 

The other is to dispense with all legislative measures of a 
protective character, and to seek for a solution by giving to the 
cultivators facilities for borrowing at rcasonalle rates, and thus both 
affording an opportunity to those who are already embarrassed of 
shaking themselves free from the grip of fhe usurer, and at the same 
time providing a means to those who have so far escaped financial 
embarrassment of maintaining themselves in a position of solvency. 

I need not here discuss the merits and demerits of these two 
methods. It will be sufBcient for my present purposes if I state 
that the second has been adopted in Egypt in preference to the 
first method. 

There is nothing novel in the principle. Land banks have for 
a long time past existed in many countries. Such an institution, 
under the name of the "Credit Foncier,” was established some years 
ago at Cairo. I have explained in my previous Reports that this 
institution, though in many respects of great utility, did not aid 
in the solution of the special problem now under discussion, the reason 
being that the minimum advance made by the “Credit Foncier” was 
£ 100, a sum in excess of the loans usually contracted by the 
Egyptian peasantry. 

It is in the detailed application of the principle that, so far as my 
knowledge of the subject enables me to judge, the Egyptian system 
possesses some novelty. I need hardly add that, in a matter of this 
sort, the details are of great importance. 
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Money may be advancal to the cultivators cither by the Govern¬ 
ment or l)y a private bank. 

The objections to purely Government action in Egypt arc twofold. 
In the first place, the Government could not, without much incon¬ 
venience, have provided the neees.sary caiiital. In the second place, 
the officials of the Government have not the time to go amongst the 
villagers and seek out those who arc in want of loans. Even if they 
had the necessary time at their disposal, it is not altogether desirable 
that they should lie employed on work of this sort. Further, they 
have no personal pecuniary interest in the matter. When it has been 
publicly notified that, on a[iplicatiun to some Government authority at 
a certain time and place, small loans may be obtained on certain 
conditions, the Government officials naturally enough, think that they 
have done all that is reipiircd of them. In Egypt a measure of this 
sort would not suffice to wean the cultivators from their long-establish¬ 
ed habits. Tjiey would continue to resort to the usurer, and to borrow 
money at, perhaps, 40 per cent, although a notice might be posted in 
the village'informing them that, by walking a few miles, they could, 
on certain conditions which they would often fail to understand, 
borrow at 10 per cent. What was re<iuired was that some trust¬ 
worthy agents should seek out clients, and explain to a large number 
individually the advantages of tlie plan offered for their acceptance. 
The Egyptian Government did, indeeil, act as a pioneer in this matter. 
In 1896 it advanced a sum of £ E. 10,000, confluiiig its operations to 
a small cluster of villages. But although the experiment proved 
successful, in so far as the recovery of the money was eoncerneil, enough 
was learnt to shew that if the scale of operations was to be extended 
resort must be made to private enterprise. 

On the other band, the employment of private enterprise is not 
without its special disadvantages. The main obstacle, which stood 
in the way of its employment in Egypt, was that no Bank possessed 
the admiuistratis'c i^jeney necessary to insure the punctual collection 
of the interest and capital due on a very large number of petty loan 
operations. Neither, under the circumstances, could the agency have 
been created. It was clear at a glance that any attempt to create it 
would be so costly as to render it necessaiy to charge a very high rate 
of interest in order to cover the expenses and leave a fair margin of 
profit to the Bank. Thus, the main object of the scheme would have 
been frustrated. 
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Under these cireumstanees, an endeavour was made to devise a 
plan which would combine the advantages and obviate the disadvan¬ 
tages of the two systems. This was done in the following manifer. 
The Bank incurs the whole financial resjxjnsibility of the undertaking. 
It takes all the profits, and bears all the losses. The Government has 
no direct pecuniary interest in the opemtions. The Bank, also, 
through its own agents, docs all the work of lending. In every 
district in which operations are undertaken an agent is ap]x>inted, who 
receives a commission of 1 per cent, per annum on any loan that he 
may make. These agents are placed under the general supervision 
of one English inspector. I wish to draw particular attention to this 
latter detail, as it is an essential ^lart of the scheme. The success, 
which has unquestionably been atteined, is mainly due to the fact 
that he constantly visits the villages where operations have been 
undertaken. He sjieabs Arabic well, and thoroughly understands 
the habits and customs of the people. Ho is thus able to control the 
local agents, both in the interests of the Bank and of the borrower 
and he is able to explain verbally to the latter the precise nature of 
the transactions in which they are engaging. 

It is only when the stage of repayment is reached that the Govern¬ 
ment steps in. The tax-gatherers collect the money duo to the Bank 
at the same time as the land tax. Thus the Bank is relieved of all 
the expenses of collection. 

Money is advanced at the rale of 10 per cent, of which, as I have 
already mentioned, 1 per cent, goes to the local agents in the form 
of commission. Of the remaining 9 jx‘r cent, it is estimated that 
about d per cent, goes in covering the expenses of the Bank, thus 
leaving a net profit of 6 per cent, from which, however, bad debts 
have to be deducted. 

Sir Edwin Palmer, the Governor of the National Bank, who has 
taken a very spteial interest in this matter, writes to me as follows;— 

“ The experiment so far has undoubtedly been a success, and the 
relief afforded to some thousands of feHaheen must have been con¬ 
siderable. The fact that the Bank is prepared to advance small sums 
at a fair rate of interest has, in the districts where the Bank is working 
caused a fall in the rate usually chained by money-lenders, and the 
fellaheen have indirectly benefited in this way too. In one district, the 
Iwgest raoney-ltioder left when the Bank began operations ; in another, 
the Bonk was regularly boycotted, and it was impossible to find an' 
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agent amongst the people of the district of any standing, they being 
nearly all money-lenders themselves. An outsider had, therefore, to be 
appointed ; he had great difficultios at lirst, but the people of this dis¬ 
trict now begin to realize the advantages,and are dealing with the Bank.” 

I stated last year that I considered the scheme as an experiment. 
I am still of the same opinion. Some long time must, in fact, yet 
elapse before it can be considered as having jiassed out of the ex¬ 
perimental stage. Manifestly, the main danger is that the cultivators, 
being once free from crushing debt, will use the margin of income 
they thus obtain to incur fresh debt. That some of them will adopt 
this procetlure is highly probable. That the majority will fall into 
the same error is very far from being certain. Any opinion on this 
subject at present can be little more than a matter of conjecture. 
Lengthened experience alone can show whether, now that the taxes 
are no longer arbitrary and capricious, and the rights of property are, 
in fact as well as in name, securcrl by law, the fellaheen of Egypt will 
abandon the habits of extravagance of which they have so often been 
accused, and develop national habits of thrift. I can only speak of 
my personal opinion, formed after long residence in this coimtry. It 
is that, under favourable conditions for the exercise of economy, the 
Egyptian jicasant will probably prove more thrifty than the English, 
though less so than the French member of a corresponding class of 
society. I am encourageil in this belief by the following remarks 
which have been addressed to me by Sir Edwin Palmer. “ There is,” 
he says, ” nothing to indicate that the fellaheen, once relieved of 
their onerous debts to the money-lenders, are inclineil to plunge again 
into debt, beyond the ilebt to the Bank ; indeed, the facility with 
which the recovery of the loans or instalments has been effected would 
seem to show that this is not the case.” 

However this may be, it is abundantly clear that the experiment 
which is one of great interest and importance, is well worthy of a 
further and prolonged trial. 

Before leaving this subject, I wish to make a few remarks, which 
may be interesting both because they are illustrative of the practices 
of the village usurers, and because they may serve to explain the 
advantages of the conditions now offered to the villagers by the Bank. 

I have occasionally heard it stated that 10 per cent, is too high 
a rate of interest to charge, as the fellahem can often obtain loans 
at that rate from the local money’-lenders. 
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I have already explained that, in order that these ojierations 
should be properly condueted, it is necc.ssary to employ a somewhat 
expensive agency. I am convinced that there could be no greaiter 
mistake than to employ very cheap—and, therefore untrustworthy— 
agents. I do not think that 6 per cent., including bad debts, can be 
held to be more than a reasonable profit for the Bank. Moreover 
I greatly doubt whether the fellaheen would confirm the statement 
that they can, without the assistattce of the Rank, obtain money at 
so low a rate as 10 per cent. Even the loans, which ,the small 
money-lenders make nominally at 10 jjer cent., generally involve 
paying in reality interest at a far higher rate, the reason being that, 
throughout the curreney of the loan, full interest is charged on the 
total sum originally iidvanee<l. No allowance is made for a reduction of 
interest on account of the annual repayments of portions of the 
capital. I give an illustration of the two pvoceorlings, viz., that 
adopted by the Rank, and that very commonly adopted by the 
usurers. Sup|)ose the Bank to advance £ E. 100 for five years at 10 
per cent., the instalments due to the Bank would be a.s follows :— 



Capital. 

IntorcBt. 

Total. 


£ E. 

1 

£ E 

£ E. 

Ist year 

20 

10 

30 

2nd year . . 

20 

8 

28 

3rd year 

20 

6 

20 

4th year . . 

20 

4 

24 

5th year 

20 

2 

22 

Totai.— 

100 

30 

130 


The borrower would thus, in the course of five years, pay £ E. 30 
for the use of the money advanced to him. 

Under the alternative procedure, he would pay five equal instal- 
mente of £ E. 30, making in all £ E. 150, of which £ E. 50 would 
be on account of interest. 

In point of fact, to the fellaheen the Bank’s charge of £ E. SO 
is equivalent to a loan contracted from the usurer at 6 per cent., and 
J do not think that money is ever obtained at so low a rate as this. 
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The contracts with the usurers not unfrequently render it difficult 
for the fellah, who is already indebted, to take advantage of the 
teAoas now offered by the Bank. A common form of contract is that 
jo£ a loan of ££.100 for ten v^rs. The yearly instalment for 
repayment of capital and interest is £E.20. Thus, under the 
procedure I have explained above, in all £ E. 200 is paid in ten years. 
Supposing now that, in the course of two years, a fellah has paid 
££.40, of which one-half would be interest and one-half repayment of 
capital. It might be supposed that, on payment of £ E. 80, be 
would be free from the debt. But such is not at all the case. Under 
the terms of the original contract, he is often debarred from freeing 
himself rinless he pays the difference between £E.200 the total 
amount which would have been paid in ten years—and £ E. 40, being 
the sum he has already )xiid. In other words, in order to liberate 
himself, he has to ])ay £ E, 160, minna discount at the rate of 7 per 
cent, on £ £. ICO. In cases of this sort the Bank can be of but little 
assistance. 



’iKTfmctu from the Iteport of 1901.'] * 

The distinctive feature of the Ei»yptian plan for dealinj? with this 
interesting and important snbiect is that a ceitain amount of 
co-operation is established between tlie Government and the National 
Bank. The Bank makes the advances, and ineurs the whole financial 
resiionsibility of the undertaking The Government, through the 
agency of its tax-gatherers, collects the mone-y due to the Bank at 
the same time as the land lax. Tims, Ihe Bank, being relieved 
of the necessity of maintaining an expensive staff of suliordinates, 
is able to advance money to the jicasantiy at a relatively low rate of 
interest. 

Since the Bank comrncncetl making these loans m 1809, over 
8 tjOOO loans have been contraeteil; relief has, therefore, been afforded 
to an equivalent number of small [uopiietors. There arc now 15,2f)9 
loans outstanding, for an aggregate amount of £K.•102,000; of 
these, 8,326 are repayable within the year, and 11,943 repayable in 
five years. 

The amount that fell due in 1901 was £ E. 146,000. This sum 
was due from over 21,000 borrowers. The whole amount, with the 
exception of £E.600, had been recovered on the 31st December 
last, and the small sum still owing will probably be collected this 
year. 

The objection to the plan adopted in Egypt is that the class of 
operation involved is more properly the work of a Land Bank than 
of an ordinary bank. The National Bank of Egypt cannot reasonably 
be expected to lock up more than £E.400,000 of its capital in 
undertakings of this nature. Eor the moment, the difficulty has been 
met by the Government advancing £E.250,000 to the Bank. This 
will, at all events, enable the operations to continue for the time being. 
Whether any more complete change of system will be necessary must 
be a matter for subsequent consideration. There can, I venture to 
think, be no question of abandoning the experiment which has so 
far proved eminently successful. There can be no doubt that the 
Egyptian fellaheen begin to realize the advantages of getting money 
at a moderate rate of interest, and that they are willing to take the 
opportunity now afforded to thorn of shaking themselves free from the 
grip of the village usurers. From all I hear, I do not doubt that it 
59 
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would be quite possible, were the capital available, to extend very 
considerably the oi^i’ations of the Bank. But in a matter of this 
stSrt it is as well to move slowly, more especially as careful supervision 
is an essential element to the attainment of the object in view. I think, 
therefore, that for the time hoinpj it is not neees.sary to arrange for 
any more extended operations than those which may be covered by 
the atlditional £ E. 2.50,000 which the Government ha.s advanced to 
the Bank. 

I have, in previous Rejvjrts, mentioned that the real test of 
success which should eventually be applicil to the experiment, which 
has now been going on for three years, is whether the fellaheen will, 
or will not, use the advantages offered them to incur fresh debts. It 
is naturally difficult to obtain precise information on this subject. 
Moreover, snlficient time has not elajised to enable the experiment to 
have a fair trial. So far, however, as I have been able to judge, the 
alleged irremediable extravagance of the fellaheen has, as 1 anticiimted 
would be the case, been greatly exaggerated. Up to the present 
time, the number of those who have used their improveil creilit in 
order to incur fresh debt has, to the best of my belief, been very 
small. 



[AV/rrte/.i from the Report of 1902.1 

After a proloii{?o<l trial, it appeared that the somewhat novel 
system adotited in Efjypt some few years ao^o had j>asse<l out of the 
experimental stage, and that the introiluetion of a sehome of a more 
permanent character than that heretofore adopted was jnstifiahlo. 

Negotiations having this ohjeet in view were set on foot, with the 
result that on the 1st June, an Agricultural Hank was started 

under the auspices of the National Bank ot Egyjit. All loans 
outstanding with the National Bank were transfei-red to the new 
hank, whose sole husinoss it is to lend money in small sums to the 
fellaheen. The capital of the hank was lixed at £2,500,000 of which 
£1,250,000 has been alrea/ly paid up Interest at the rate of S per 
cent. IS guaranteed by the Goveninient. It was, at the .same time, 
armiigod that the rate of interest at which money was advanced to 
the fellaheen, which had previously been 10 per cent., should be 
lowered to 9 per cent. 

The distinctive feature of the Egyptian .system is that, although 
the whole of the management is in the hands of the bank, the 
Government tax-collectors collect the sums due on account of interest 
and sinking fund. 

The reasons why the Egyptian system has attained a certain 
measure of success are mainly two-fold. They are :— 

1. That, although the action of the Government has been .so far 
philanthropic that they have wished to benefit a large and important 
class of the community, the undertaking has in no degree been 
established on a philanthropic basis. On the contrary, the basis has 
been strictly commercial. There was, in the first instance, some very 
natural difficulty in convincing capitalists that the business would 
be fairly lucrative; but when, by applying the tost of actual 
experiment, this difficulty was overcome, the main obstacle to success 
was removed. 

2. The supervision, which has been conducted by very carefully 
selected British agents, has been capable, vigilant, and honest. 

When I say that a certain degree of success has been attained in 
Egypt, I merely mean that, under the new system, it is clear that the 
fellaheen are anxious to borrow, and that the arrangement for 
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advances and recoveries lias worked well. Before it can bo said that 
the system has been eom[)letely suceessfiil, it has to be shown that the 
feilaheen are not, j»enerally, makin<^ use of their improved credit to 
contract fresh debt at ruinous rates of interest. 



Appendix I. 

\_Exlracfs from a Minute of Sir Richard Temple, Governor of 
Bombay, dated 30th Atiijinsf, 1878 ] 

By our clespatclios of the 10th January and the ttli February 
last we submitted to the Govornmcid of India a draft Bill for the 
relief of the indebteil ryots iu certain distiicts of the Deccan, 
together with Minutes and pa|x-is relating thereto among which 
was a Minute of niy own, daterl 12tli November last. 

2. By a despatch dated the 1st July last, tlie Government of 
India sent for our opinion a Bill which they propose to be substituted 
for our Bill, and which we are invited to accept as a satisfactory 
mode of dealing with the questions at issue. 

:l. Wilde thankfully admitting the advantages proposed to be 
given to the ryots by the Bill of the Government of India, I am 
obliged to represent that this Bill is not sulBcient to fulfil th * objects 
which the Government of Bombay hatl in view when pro|x>sing 
legislation, and therefore cannot be regarded by us as a satisfactory 
mode of dealing with the questions at issue. In general terms, it 
must be described as omitting the most essential of the several provi- 
sions which we devised for the protection of the ryots, and therefore 
as taking some of the heart kernel and substance out of our measure. 
I am sure, therefore, that ray Honourable Colleagues will concur with 
me in submitting a further representation to the Government of India 
on the subject. 

4. Our proposals arc justly summarized in paragraph 3 of the 
despatch of Government of India of 1st July, thus— 

(u) to compel the courts, in cases where agriculturists are sued 
on bonds or for money due, to go behind the terms of 
the bond, to enquire into the justice of the claim, and 
to take into consideration the equity of the interest 
charged, even though it may have been distinctly agreed 
to by the defendant j 

(d) to make it illegal to award compound interest, or more 
interest than the amount of the princijial found to 
be due ; 

(c) to limit the liability of a ryot for debts incurred by his 
ancestors ; 
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(r7) to empower a ryot at any time to claim the heiiefit of the 
lusolveiicy Court, instoail of, as at present, only when 
• a ilecree has been jiassctl ag’ainst liini ; and 

(f) to protect a ryot’s ryotwaii land fiom sale for debt except 
when it has been sj>eciti<’al!y jiledf^i'd liy him in a bond 
duly registered, and to leipiiie that all bonds for land 
shall be registeied, whatever the value of the land 
plodgetl. 

7. The moat impoitaut }X)int of all la stated by the tiovernment 
of India thus : [See {n) above.] 

l;i. The gist of the matter is this .—'I’he Deccan ryots were sued, 
stilt aic sued, and will always be sued—unless th«rc be fresh legisla¬ 
tion—on bonds which arc, in many instances, utteily unjust, though 
they may have been executed in duo form. I mean by “unjust” 
rejiugnant to the sense of natuial justice as between man and man, 
that moral sense which is ])iesent in the minds of all men whether 
cduealcxl or iineducateil. The hara.ssment theicfrom aiising diove 
the.so ryots iii 1875 to commit ngiarian outriiges. A sjiccial com¬ 
mission showed aftei elaborate inquiry that the essential injustice of 
tlie majority of the bonds was the root of the mischief. It is clear 
that this injustice would be dcnionstmted by any judicial inquiry 
which might be had regaixliiig the origin, progiess and circumstances 
of the debt.*. The existing law provides foi judgment being given 
on the bonds only , that much is certain, Whether it provides foi the 
court, by its own impiiiies, going behind the bond is, as wo submit, 
uncertain. The (Jovei nnient of India seems to consider that it does 
so. piovide, while apparently admitting that the ])rovi.sion is indiiect 
rather than direct, and must be gathered from scatteicd riilingb and 
clauses, lather tliaii learnt from positively clear enaetincnt. We 
submit with deference that the uiicertainty is such that the courts 
jiractically do not go, can hawUy be expected to go, and for the 
most part are suit'not to go, behind the bond. Tberufore we urge 
that there ought to be direct and positive legislation without winch 
the existing evils must be iicrpetuated. 

Iti. I must next advert to the apjirehension apparently felt by 
the (jovernment of India lest we should by our point (tf) (causing 
the court to go behined the bond) unduly throw ujxm the 
plaintiff the burden of proof in cases where no defence is 
attempted. 
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17. At present the indobtwl lyotb seldom set up any defence to 
these claims. They sec (he fntdity of di-iputing the hond.s in court, 
whatever they may think of the injustice. Indei'd they have i*) 
chance whatever before the law of settiii" up any defence wliieh the 
courts could be expected to act ujion. But if our point (<i) be passed 
into law, they would set up defences fast onon^h, and this too with 
some chance of equitable success. In this event it :s manifestly just 
and reasonable that the bimlen of prool sliould lall upon tin plaintiffs. 
But in the absence of defence in eases of this sort it seems to me but, 
light that the plaintitT should have to satisfy the conit that tlie bond 
IS a just one. I am unable to lollow the reasoning (as above quoted) 
to the effect that to cast on the jilaintiff the burden of proving receipt 
of the consideration, and the ab.scnce of fraud, would affonl 
opportunities of evasion to dishonest debtors, and might thus be an 
incentive to reckless borrowing. Here we have eilucated, skilful, and 
wealthy creditors bringing claims against uiiedneated, unskilful, and 
poor debtors. Is it unfair to east upon such creditors the burden of 
proving such claims to be just, even if undefended On theconliary, 
does not fairness demand that such bunlen should be cast iqion them ? 
In fact, too, these ryot-debtors are not, for the most pait, evasive or 
dishonest debtors ; they geiieially pay all, and much more than all, 
they really owe ! It is this notoiioiis circumstance which underlies the 
whole argument. The feeling of despair of ever getting out of the 
money-leuders’ books makes them reckless in going on borrowing and 
boriowing and destroys all hope of independence. Our jirovisions will not 
be incentives to reckless borrowing, but will have the very reverse effect. 

18. It may be, as appreheiideil by the Government of ludia, that 
our Jirovisions will throw much work on the courts, more jierhajis than 
they can conveniently get through. We are not indeed sure that this 
will be the result j but if it be so, then it ought not, in our judgment, 
to be allowed for a moment to jirevent the measure being eairiud. If 
there were to be some temporary increase of juelieial establishments in 
four districts (the Bill will apjily to four districts only and jierhajis to 
some special localities in addition) we shall have to meet the cost from 
Provincial finance, which wc are most willing to do. Even then the 
cost would probably be counterbalanced by increase of stamp revenue. 
But the net cost, if any, would be so inconsiderable that we could not 
venture to urge it in the face of the clear considerations of justice 
towards so important a class of our jieasantry. 
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19. No doubt, as justly observed by the Government of India our 
proposal will conflict with section lOii of the Evidence Act regarding 
thVj burden of proof. But we submit that this pei se is no prohibitive 
reason against our pi-oposal. It certainly renders Bjiccial legislation 
necessary, and therefore we have now to apply to the Legislature. The 
question is one of plain justice in these cases. Once that is deter¬ 
mined, it becomes, we submit, the duty of the Legislature to frame a 
suitable law to supjilemeiit the general law. 

20. We willingly aknowletlge that either by the new Civil Proce¬ 
dure Code, or by the new Bill, an indebted ryot may, by applying for 
benefit of insolvency previsions, save himself from arrest and impri- 
sionment ; that his implements and agricultural cattle cannot be sold 
in e.xecution of decree for debt; that Ins cottage, his land, his tenure 
and rights therein cannot be so sold either—all of which constitute 
beneficial improvements in his condition, for which he may indeed be 
grateful to the Legislature. We now receive permission to provide by 
local legislation that he shall not be unreasonably liable for ancestral 
debts, nor for an usurious rate of compound interest —all which cons¬ 
titutes a still further improvement, and a further cause of thankfulness. 

21. Still we submit that despite these various provisions there 
may be, and will be, very many unjust bonds, to which the ryots will 
have to submit, unless the courts be not only empowered, but obliged, 
to go behind the bonds. 

22. No exclusion of ancestral debts, no restriction of usurious 
interest, can prevent bonds being drawn up for a fictitious principal, or 
in acknowledgment of amounts which were never given by the creditor 
nor received by the debtor. And it is this concoction, this manipula¬ 
tion, as it were, of the principal, which is one of the strongest elements 
of injustice in these bonds, which injustice cannot possibly be remedied 
unless the courts be obliged to go behind the bonds. 

2d. Again, notwithstanding the humane provisions of the insol¬ 
vency law, the mereiful exemption of implements of land, and of cotta¬ 
ges from sale, still there are many domestic articles which cannot be 
80 exemjited, which are of lesser importance, and more particularly the 
standing crop which is of great importance, as it supplies the food of 
the ryot and his family. What arrangements an insolvent court would 
make for the subsistence of the ryot cannot exactly be foreseen.^ 
Possibly some arrangement would be made, though I am advised that 
the law does not compel the court to make any such arrangements. 
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Still at the liest the creditor nouhl liavo a stroiinj and tif'ht grasp on 
the standing crop. I do not mention the garnered crop, because the 
creditor would never let it reach the stage of stoiago without his 
interjxisition. lie would attack it while it was standing on the ground, 
lie wonhl compel the ryot to hy{M)thecate il for the debt. lie would 
leave to the ryot such subsisteuee as be (the creditor) deemed fit. The 
standing crop, being the only food supply of the ryot, i“ so essential a 
part of his little jKissessious I hat he must pa^ e\.trcme deference to the 
creditor who is virtually master of that eioji Then comes the critical 
difficult^-. The creditor presents to tho ryot an old bond, which must 
be paid off immediately, or else reneweil on cm rbifant terms. At 
present these lionds, as alreiuly .sLatetl, are often flagrantly unjust. 
This injnst ice will, we hope, be mitigated by legislation, rostrieting 
usurious interest—even then there will rem.ain but too much scoix* for 
injustice in those bonds. Restrictions on usurious interest may be 
useful. Still they cannot prevent altemtions in the amount of the 
principal as already shown. Thus the ryot must ‘ stand end deliver’ 
to the bond, under penalty of having his crop attached and his focal 
supply interfered with. The temptation to renew on some exorbitant 
terms will bo generally irre.sistiblo. The creditors arc notoriously 
ingenious in framing terms which, though exorbitant, will yet fail to 
show on the faoe of them usurious inlcrc'st or anything else that may 
be illegal, and will jmt evade the just intentions of the law. Then 
simultaneously with ivnowal of the arrangement tlio old Imnd will be 
cancelled. The renewed bond will be executed, .and will he Me one 
formal valid bond, as between the jiarties, to be presented in court. 
And the ryot will from time to time be obliged to jiay u]>on that, or 
else will have his crop attached, and his food supply suddenly stopped. 
If unfortunately that boncl bo unjust, as it but b)o often will Vie, then 
the lyot will be, to a considerable extent, the victim of injustice. He 
will not lie indeed so hclple.ssly a victim as he has liecn heretofore, as 
he will avoid paying a demonstrably usurious interest ; he will be able 
to save himself from imprisonment and his land from sale. But for 
fear of his crop and his food supply he will still be, to some consi¬ 
derable extent, a victim. 

24. Prom this oppression ho may bo .saved altogether, and his 
liability may be limited to its proper projiortions, by our projiosal 
(a)—obliging the courts to go bebiud the bonds. That, at all events, 
is the most effectual provision that can be devised. And if well and 
60 
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carefully worketl, a‘i it proliahly would be worked, under a vigilant 
adpiinistration, it will be effectual. If tin’s be enacted, then the 
Legislature will have done all it can for the ryot in this matter. But 
if thisljc not enacted, then the law, notwithstanding the other improve¬ 
ment, will be incomplete for this purpose ; the remetlies will be only 
half measures, and much of the existing evils will remain. In that 
case we shall have undertaken legislation, and yet have fallen short of 
our aim, and have failed to effect our piirjiose. Perhaps even an im¬ 
pression might arise that the existing evils are irremetliablo, whereas 
all the time they are remediable as we believe. We have a fair ground 
for renewing our application to the Legisliitiire, because we are asking 
not for the recognition of principles which the Government of India 
disallow, but for the enforcement of principles which they seem to 
allow. 

25. For all these reasons I propose with the concurrence of my 
honourable colleagues to rcipiest earnestly the Government of India 
to allow the sections cpioted in this Minute as taken from our Bill to 
form a part of their Bill. 

20 . In conclusion, while exjwsing certain evils and suggesting 
their remedy, I am far from implying cither that the money-lender is 
altogether hlameablo or that the ryot is altogether pitiable. With all 
Ins faults, the money-lender is a useful man, and often gives credit 
when it. is most needed. With all his soriows, the ryot en joys many 
of those ailvantages which peasants most value. 
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\_Despatch from ihe Sccirhii i/ of Sttite for Imlid, fo Uie Gorcuwr-General 
of Iirilia in Council, — -No. 63, (Lc^i'i/afivt), dnicil the %6th 
Deceinber^ iS78.] 


+ No 4, dRte<t the 
26th Dureiuboi 
1878 


I forwaril, tor th<‘ eoiisidoration ot Youi Hxcelleney in Council, 
cojiy of a dcspitch t which t have aihlrebbod to the 
Government of Bombay relative to a Bill which hah 
been mtroiluced into the Bombay Council for the 
relief of indebted af^riciilturists in certain parts of 
the Presidency ot Bombay. 

;i. In my despatch to the Government of Bombay 1 have 
expre.ssed at lenf'th certain views which have picsent-otl themselves to 
my mind on a consideration of the report of the Commission appointed 
to einpnre into the Deccan riots, and I am desirous that Your 
Excellency in Council should consider these remaiks m connection 
with further h-gislation on this important subject. 


\JDespatch from the Secretor// of Stote for Imha, to the Goveriioi in 
Council, Jiomhoy, — /Vo. 4 (^Legistolive), dated the 26th Ueeember, 

1S78.] 


I have to acknowledge the receipt of the despatch from Your 
Excellency in Council, dated the dOth September last. No. 11, 
transmitting for my information copy of a “ Bill for the Relief of 
Indebted Agriculturists in certain parts of the Presidency of 
Bombay, ” which has been introduced into your Legislative Council. 

2. On the 16th November I despatched to Your Excellency the 
following telegraphic message : 

“ Delay proceeding with Indebted Agriculturists’ Bill. Despatch 
follows. ” 
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3. I now jnoceeil to state the reasons which induce me to doubt 
whether tlie provisions in the measure liel'ore me are at all adequate 
for^j^raiqiling with the evils which liave been so 2 '*ominently brought 
to light in the rejioi t of the Deccan Itiots Commission. 

4. M^hen that rejiort arrived in this country in May 1870, Lord 
Salisbury was so deeply impiesseil witli the distressing picture 
therein given of the agricultural population in the Deccan, that he 
awaited with gieat anxiety some cominiinicalion from the (joveriiment 
of India as to the steps iiilendeil to be taken. But none such having 
airivcd after an inleival of neaily a year-and-a-half. Ills Loidship 
apixiinted a Select Coniniittee of his Council to eoiisidei the leport. 

5. The Coniniittee began to sit in November 1877, held seveial 
meetings and cvamuied some cxpeiicuced witnesses well acquainted 
with the Bombay Bresideiiey , hut before they had terminated then 
inquiries, a desiiatch was leceived fiom Your Kxeelleuey in Council in 
February of the picsorit year enclosing the draft of a Bill foi the 
relief of Indebted Agriculturisls in the Presidency of iiombay, and 
which you desired to have lulroduced into the Council of the Supreme 
Government. 

0 . That Bill contained three main principles : 

(1) That the ('ouils should be obliged t<o enter into the meiits 
oi eveiy money claim whether seeurwl by bond or not, 
and should only award such sums, whether for principal 
or lutercst, os they deemed just, and should m no case 
give compound interest or a larger amount of interest 
than the priiicqial sum. 

(■Z) That the jirinciple of the Insolvent Aet, as prevailing in 
the I’resideucy town, shouKl be applied to the Deccan 
Agriculturists. 

(3) Tliat land should not be sold in execution for debt, unless 
sjxjcially pledged in a bond duly registered. 

Lord Salisbury, although not fully satislied with all the principles 
contained in this measure, thought the occasion for attempting 
remedial legislation to be so urgent tliat he sanctioned by telegram 
the introduetioii of the Bill, being quite willing that the experimental 
legislation eontem 2 ilatod in the Council of the Governor-General 
should be attein 2 >ted, 1 also am of the same opinion. 

7. Leave was accordingly given for the introduction of the Bill 
into the Council of the Governor-General on the 28th June last, but, 
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for reasons winch have not been transmittwl to me, the Government 
of India preferred, instead of one eoniprehenbive Act, that your 
Government shoiiKl pass a law dealing with some minor jwiflts 
relating to interest and to aneesli-al debts. The bill which I have now 
before me is the result of the action of the SiipTOrne Goveriiinent. 

8 . I can well undeistand ihe diHiculties which have deterretl the 
Government of India from ilealing wdJi this subject as a whole, and 
which have induced them to leave minor ponils to be disposed of by 
the Local Government ; but if the evils sought to bo remedicil are 
capable of being evadieatod by It gislation, I am clearly of opinion 
that they should not be dealt with pieee-nieal. 

9. The very able import of (he Commission and the mass of 
valuable information < oiitaiiied m the Appendices enable us, I think, 
to draw the eonehision that some of the gioat causes which lie at the 
bottom of the iwvurty of the Deccan are wholly beyond the reach of 
the legislator, and are inherent m the national character and in the 
customs wluch have pievailed for countless geneialioiis. The Deccan 
ryots, like the general mass of the enltivaling classes in other parts 
of India, are entirely without capital, and are driven on the first bad 
harvest into the hands of the nioney-len<ler, not only for the means 
to till their lields, but for food to keep Iheinselves and tbeir cattle 
alive till the crops of the nevt season aro matured. Tins fact has 
created the system of borrowing at high interest which prevails so 
largely amongst the agiicultural population, and has made the 
existence of a money-lender in a Hindu village as essent ial as that 
of a ploughman. 

10. The normal egudition of a Hindu cultivator is much 
aggravated hy local circuiiistancos in parts of the Deccan. The 
soil is sterile, the climate is precarious, a good crop being in some 
parts obtained only once iu three years, the fall of luiti is scanty, the 
peasantry, though a sturily and onliiiarily a law-abiding [leople, are 
described as “ uttcily uneducated and with a narrow range of 
intelligence. ” It is obvious that the canses mentioned iu this and 
the preceding ]>ai~agraph arc not to be easily modified by any 
legislative act. 

11. The districts in which the riots took place came into British 
possessions in 1819, and at that period and for 20 years afterwards 
diverse causes, such as the ravages of Ilolkar’s army and the dreadful 
famine which followed his campaign—a famine which was repeated 
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two or thioo times ilurin*^ the first 20 years of the century—the 
subsc<iuen(ly heavy fall of }>riecs, ami the consequently oppressive 
weight of the old Mahratta rate of assessment whieli was at first 
continued by the Clovernment of tlie day, all these had produced an 
amount of poverty and ruin whieli the Settlement officer writing in 
1833 found it impossible to describe. 

12. The Government of that day, however, made strenuous 
efforts to better lliis state of things. They reduced the asse.ssment 
from an average rate of 13^ annas to 7 annas, they gave the 
cultivators for the first time fixity of tenure, aud they abolished 
extra cesses. 

13. A llosolufiou of the Government of Bombay, dated the 

30th August 1S7.J, describes tlio safisfactory results of this new 
settlement of the land ; “ In 1838 move than 50 jier cent, of arable 

land was waste ; in 1871 oidy one jicr cent. Population increased, 
during the term of the settlement, 391 per cent.; agricultural cattle 
19 percent. , ploughs 221 per cent. , carls 270 jier cent. and wells 
40 per cent. Government laud was unsaleable in 1838 ; during the 
last five years of the settlement, examination of the registration records 
showed that it fetched from 10 to 52 times its assessment. Thirty 
years ago theie were no made rouwls, and commumeafion was costly 
and diftieiilt ; the taluka is now traversetl by the railway and by 
several excellent roads, and the increase in the numher of carts 
indicates the extent to which the iieople avail themselves of the 
facdities of eommuiiicatiou with markets.” 

14. Satisfactory as this picture of j'rogress is (and similar ones 
may be prcKluced from all parts of India), there is undeniable evidence 
in the report before mo that the very improvements introduced under 
our rule, such as fixity of tenure and lowering of the assessments, have 
been the principal causes of the great destitution which the 
Commissioners found to exist. 

15. The saleable value of the land greatly increased the credit of 
the ryot, and encouraged beyond measure the national habit of 
borrowing, which I have before observed on. High prices led to 
extended cultivation, to more exjiensive modes of living, to larger 
outlay on the great stimulant to Hindu expenditure, marriage 
ceremonies. Recourse to the money-lender became then more frequent 
than before and the class of money-lenders competing for custom 
increased in most undue iiroportions. The first fall in prices, and the 
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first bad harvests, both of wlii'eh have occurred in tliese districts, found 
the cultivators as poor as ever, but encumheretl with an additional 
mass of debt. Srill no one would advocate as an amendment of ^be 
law that we should abolish fixity of tenure, or increase the assessment 
on the land. 

16. Tip to this point, then, I can see no openiiitf on which the 
legislator can enter with effeet. In ail civilized sociefies there is a 
vast amount of suffering and destitiitim., very lamentable to 
contemplate, but which it is wholly out of the poweis of the State 
by any direct action (o era<lic.ife. All that (lovernment can do is to 
take that its own institutions shall not aggrav. ate the miscrv which 
so often follows the spontaneous action of the iiopulation. 

17. This last ob'.ervation brings me tD the consideration of the 
Bill now before me Your Government has distinctly jiereeived that 
the courts of justice we have instituted, and the l.aw they a^lministcr 
operate most harslily, and freipieiitly with great injustice, on debtors, 
who form the groat bulk of the population. Here, there'bre, is an 
opixirtunity for the beneficial mterfereneo of Government. Both the 
Bills which I have alludtsl to above have been franieil with the view 
of mitigating the law, and of extending the powers of Judges to 
modify the contracts entered into between man and man. 

18. I may say at once, .after full consideration, that the bill 
introdueeil into Your E\;collency’s Council appears to me to be so 
dependent iuxui the character of the Judge, and so likely to be 
defeated by agreements between helplc.ss debtors and wily creditors, 
that I cannot suppose it will lead to any substantial results. 

19. The question remains as to what shall be done, for it is 
clear that some alteration in the existing law is imperatively called 
for. A. fitting measure can only be properly prepareil in India. For 
the consideration of the two Governments I proceed to notice the most 
salient points which have presented themselves to me on this head 
in the Report and Appendices of the Commissioners and the lines of 
improvement which have suggested themselves. 

20. Under Native Government, it seems no assistance was 
ordinarily afforded by the State to a creditor for the recovery of his 
debts. No court of justice was open to him, and he was left to his 
own devices to extort what was due. Government winking at very 
forcible measures that were occasionally employed. The result was 
not so bad as might have been expected. It speaks well for the 
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national character that contracts ivere rarely repudiated. And the 
Commissioners observe that in thc.se*pr<K5cedin‘»s “ honesty was the best 
pofiey for the ryot, and caution was a necessity to the moneylender ", 

21. On the establishment of our rule, however, courts of justice 
were established every whei-e. 

22. It is abundantly manib'st to me, on the evidence collected 
by the Commissioners, that no evil h-as been so loudly, and I must 
say so justly, complained of by the |>coplo as (lie action of the courts. 
The extreme severity of tlie law on debtors levs been jiointed out by 
the rejKirt. 

2 d. The Judges are only the instruments for enforcing the law 
as it is, and no blame is imputable to them. But the extracts from 
the statements of the Judges themselves, citeil by Mr. Colvin, 
demonstrate completely tliat, irrespect.iv'e of the h.ardness of the law, 
they are inca|>ablo of adinimsterin*' justice lietween debtor and creditor 

24. One JudfjTC says —“ the Subordinate Jndj^es in the district 
aio much overworkcsl, and really li.avc not time to invosti'fale eases 
properly and weif'h the evidence another says, “ our Subordinate 
Judj^es are too hard-worke<l to allow, oven if they were inclined to do 
so, of thoir fjoin^ into the history of such eases, I’he court which 
was iiiclincil to f^o into tin* old history of a case would have nothinu' 
but the fsowkar’s hooks to o;o iiixin if he produced them, " 

2 ,'i. Another Judge enumerates the frauds jierjxitrateil by the 
money-leiidei's, and states that they arc practised with impunity. 
When “ the deluded knmhi * * * is dragged 

into court ho is unable to answer the claims, or if he states a defence 
he is not in a position to prove it ”. 

2G. I’lie Oommis,sion also assign another reason for our courts 
being mere iu.striiments in the hands of the money-lenders, namely, 
their great distance from the home of the debtor. A money-lender 
may easily instruct a pleader to take out process against a debtor in 
a court 40 or 50 miles distant at little cost to himself, but it is ruin 
for a cultivator, deiiendent on his daily labour, to absent himself for 
days together from his held, even if he has a valid defence. 

27. Here then it is quite clear we have evils produced by the 
legislature itself, and which it is within the competence of Government 
to extirpate. 

28. I am extremely unwilling at any time, but especially now, 
to suggest any increase to the cost of administration ; but if it is 



ArPEXDTX II. 


1:5 


made manifest that our courts of justice are inelfieiont in these special 
cases, and that our Judges admit they have not time to inquirc^nto 
the real facts hy a thorough investigation, I would suggest that 
although an addition to the cost of administration is ver^ much to be 
deprecated, it is impeiative to remedy the defects here pointed out. 
A ro-distribution of expenditure might be made, and I observe that 
it IS stated in the Cominwsioper'’ rejiort that 88 subordinate courts 
bring in a revenue of Ks I t, aiul that the exp.'nditnre, includ¬ 
ing salaries of Judges, is oiilv It'- I 7. 

29. Evils ^uc/' a-, have been depicted abov'e, arising out of the 
costliness and inaccessibility of courts of justice, though of a much 
slighter eharaeter, existed in England also, and the remedy suggested 
wins the e-lidjlishniciit of Sin ill Cause Courts. This innovation, after 
having been opj.osed sturdily for many years, was finally adopted, 
and has jiroved so eminently successful that nearly every year witnesses 
sonic oxteii.sion of their powers. In India also the institution has 
been partially ado|)ted. But it is from Franco that the most 
important evidence can be obtained as to the value of local courts, 
d'he agricultural piopulation there is more akin than the English 
to that of India, inasmucli as French landed property is in the 
hands of innumerahle petty owners, who enltivnte with their own 
hands. 

;50. In that country small canse.s up to 100 francs are tried in 
every village before the Juge de Paix. The proceedings arc summary, 
written pleadings are prohibited, and his decision is final on all sums 
not exceeding .50 francs. The early meeting of the parties before the 
Judge in order to produce an amicable settlement of the suit, which 
is so strongly insisted upon by Ma. Bentiiam, is spoken of by the 
French authorities in the highest terms. 

■31. I cannot doubt that the existence of courts with summary 
jurisdiction and without appeal up to a limited amount, and possibly 
with the exclusion of professional pleaders, placed in localities within 
reach of the suitor’s home, would tend to remove many of the evils 
which have been brought to notice. 

,32. I am quite aware of the difficulties which interv^ene to prevent 
the entrusting of large summary powets to Subordinate Judges, and 
that no portion of a Judge’s funct ions requires more experience and self- 
control than the exercise of that large di.scretion over contracts which 
the Hi^li Court inculcates as belonging to Indian Judges under the law. 

01 



l''oi’ this reason it is obvious that the summary junsihction to be 
atU'ibuted to Subordinate Jud£»es should only extend to a very limited 
amount. 

;3;5. But I am inclined to think that tlie prineijile of summaiy 
jnnsiliction without appeal mip^ht be conferred experimentally on all 
civil Judges m the Deccan with great benefit, and the limit to be fixed 
would of course xary with the rank of the Judge. If the District 
Judge could devote one day in the w'cek to the disposal of small 
causes up to, say, lls. ."lOO, as was the practice forincily of the 
Supreme Court at Bombay, he would, in my ojiinion, confer infinite 
benelit on the commiinif v , he W'ould afford an c.xample to the coiiifs 
h(dow him of the manner in whieh such jurisdiction should he 
exercised ; and he would personally derive the henetit which experienoo 
111 this country proves to result from a Judge of A]ipcal being 
oceasionally euniloyed in trying oiiginal causes. 

:D. IIow far these suggestions can he made applicable to tbe 
portions of India to which the investigation of the Deccan lliots 
Commission have extended, I leave it for the Supremo tJoveriiniont, 
ill communication with Your blxcellency in Council, to decide ; but I 
am desirous that no time should be lost, and that a compreiiensivo 
mea.sure should be at once proceeded with, founded on the principles 
whieh I have indicated, and on those which Lord Sal'"bury had 
])reviously sanctioned. 
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